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Japan slips 
into recession 
as economy 
shrinks 5.3% 


By Paid Abrahams and Gffllan Tett 
in Tokyo 

The Japanese economy, the 
world's second largest, is techni- 
cally in recession for the first 
time since* the oil shock of 1974. 

Gross domestic product con- 
tracted at an annualised rate of 
5.3 per cent during the quarter 
ending In March, the second con- 
secutive quarter of negative 
growth. Analysts had forecast 
the economy, representing about 
70 per cent of Asia's GDP. would 
shrink only 1.4 per cent. 

The government’s Economic 
Planning Agency refused to use 
the word "recession", insisting 
the economy could still meet its 
target of per cent growth this 
fiscal year. However, analysts 
said positive growth looked 
almost impassible to achieve. 

“If there is negative growth 
this fiscal year, the Japanese 
economy will have contracted 
two consecutive years, making 
this the country's worst post-war 
recession." warned Robert Feld- 
man. economist at Morgan Stan- 
ley in Tokyo. 

The GDP data were released 
after the Japanese equity 
markets had closed almost 
unchanged, but the yen fell again 
in Tokyo against die dollar. It 
ended at Yl-H after briefly touch- 
ing Y 144.72. its lowest since 
August 1990. On Thursday it had 
been trading In Tokyo at Y141.69. 

Ryu taro Hashimoto. prime 
minister, insisted: “I don't think 
[the drop in the yen] reflects the 
state of the economy." The Bank 
of Japan said interest rates 
would not change, but for the 
fust time in nine policy meetings 


the decision was not unanimous. 
Consumer demand was up only 
0.1 per cent on the previous quar- 
ter, despite a Y2,000bn ($i4bn) 
cut in income taxes in February. 

Analysts said demand had been 
hit by rapidly decelerating 
growth in employee compensa- 
tion. It has fallen from 16 per 
cent in the September quarter 
last year to 13 per cent in the 
last quarter. Incomes have been 
hit by record unemployment, fall- 
ing bonuses and declining over- 
time payment! 

Analysts were alarmed by the 
discouraging export performance 
and poor levels of corporate 
investment The Asian economic 
crisis caused exports to fall 3.8 
per cent quarter on quarter. 
Meanwhile, tighter lending by 
the banks and weak domestic 
demand meant corporations cut 
back capital investment by 5.1 
per cent compared with the pre- 
vious quarter. A separate survey 
showed Japanese companies 
planned to cut direct investment 
in Asia by 42 per cent this year, 
compared with a 67 per cent 
increase last year. 

Tighter bank lending also 
helped propel corporate bank- 
ruptcies in May to their highest 
level since the second world war. 
Teikoku Databank, the credit 
agency, said bankruptcies had 
surged 37.5 per cent year on year, 
while debts of those companies 
had expanded 55 per cent to 
Y780bn. 

Human cost; Page 3 
FSght tn quality, Page 6 
Currencies, page 9 
World stocks. Page Zt 
Lex, Page 24 


News General 


Holocaust settlement stalls 

Negotaticns between Jewish organisations and the three Dig Swiss 
banks ever global settlement to the issue of assets tooted by the Nazis 
during the Holocaust appeared to have run Into serious trouble. Page 2 

US producer prices rise by 0.2% 

US producer prices rose 0.2 per cent in May and business inventories 
increased 02 per cert in April, signaling continued economic growth 
wn/.aut significant inflationary pressures, according to new government 
figures. The figures were severely distorted by a one-off 10.7 per cent 
rise in prescription drug costs. Page 2 

Asia’s economic plight worsens by the day 

The e c c . T g. mc plight of Asia, which had been until last year much the 
world’s most dynamic region, worsens almost by the day. What is hap- 
pening is a global flight by nervous investors into what is. at least today, 
perceived as quality - into the dollar, into the stock markets of North 
America and Europe and into the bonds issued by industrial countries. 
But where to the next crisis due? Page 6; Currencies, Page 9; World 
stocks, Page 21 

Goldman Sachs partners may end a Wall Street era 

If partners at Goldman Sachs, one of the world's top inve s tme n t banks, 
decide to abandon 130 years of partnership in favour of a stock market 
flotation, many fW it will mark the end of an era on Wall Street. Gold- 
man IS Ihe fast of Wall Street’s great partnerships to have survived into 
the medem era of financial services powerhouses. Page 7; Goldman 
(Mates proposal. Page 24 


Jack Smith 

In ttte past few days. General Motors has 
been hit by two potentially damaging 
strikes. But Jack Smith, chairman and chief 
executive, remains unruffled. ‘We have to 
think fast, and we have to think lean." 


Page 7 
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CHAMPIONS AT WORLD DOG SHOW OUTPLAY NATIONAL SOCCER TEAM TO WIN GLORY AND PEDIGREE CONTRACTS 



Top dogs bring 
fight to the Finnish 


They’re out to take the lead: Pet lovers take part In yesterday's parade to open the World Dog Shew* which 50 ,000 
spectators are expected to attend this weekend at the HeMnH Fair Centre hi Rntand. Retire: Reuters 


By Tim Bart in HebMd 

The World Cup is over for the 
reigning champions - bat they 
ran at least console themselves 
with the promise of unlimited 
dog food. 

For this is not the world soccer 
championships - currently under 
way in Franro - but the World 
Dog Show in Finland. 

The competition has not 
attracted the same sort of global 
attention as the 33day soccer fes- 
tival, but the rewards - at least 
in ranino terms - are almost as 
great 

When Flash to Beware, a 
French-owned cocker spaniel, 
was crowned “best in show" last 
year in Puerto Rico, the accolade 
led to increased breeding 
fees for the owner and opened 
the way to lucrative advertising 
contracts. Four-legged champions 
can also chang e han ds for up to 
four times their previous 
value. 

Flash to Beware and its owner 
have already been eliminated 
from this year's show. But 


with 15.800 competitors repre- 
senting 300 breeds and the pros- 
pect of 50,000 spectators, dog lov- 
ers and the pet food industry - 
still have plenty to play for at the 
Helsinki Fair Centre. 

“You will see some consider- 
able marketing muscle here.” 
said one official. "Companies in 
tiie pet business know this is a 
good opportunity to win custom- 
ers." 

Given that the US dog food 
market is worth SlObn a year, 
suppliers are keen to raise brand 
awareness at such prestige 
events. 

Papeo Eero! a, head of external 
relations at Helsinki Fair Centre, 
says the turnout has attracted 
public attention across Finland, 
which faded to qualify for the 
soccer World Cup. 

“I think our dogs may be better 
in competition than our football- 
era," said Mr Eerola, a part-time 
soccer referee. 

The 1996 "best in show" cham- 
pion will be crowned tomorrow. 


World dq> reports, Page 5 


West and east demand action over Kosovo 


By Bavkf Buchan fei London 


Six world powers yesterday 
demanded that President Slobo- 
dan Milosevic of Yugoslavia take 
"immediate action” to stop the 
repression of ethnic Albanians in 
Kosovo. 

They also stepped up pressure 
on the Yugoslav president by 
banning Yugoslav airlines from 
their countries. 

Russia did not join the US, Ger- 
many. Britain. France and Italy - 
the other members of the Contact 
Group - in the new ban on Yugo- 
slav carriers, but its foreign min- 
ister, Yevgeni Primakov, fully 
endorsed the group's demands. 

These included calls for a 


ceasefire, the withdrawal of 
Yugoslav and Serb security 
forces from Kosovo, the admis- 
sion of international monitors, 
and rapid progress in talks 
between Belgrade and the Alba- 
nian leadership in the province. 

Mr Primakov assured his Con- 
tact Group partners that Presi- 
dent Boris Yeltsin would drive 
home these demands when he 
met Mr Milosevic in Moscow 
early next week. 

The western members of the 
Contact Group are now pinning 
their hopes on Mr Yeltsin using 
Russia's influence with Serbia to 
achieve a diplomatic break- 
through In the Kosovo crisis. 
Madeleine Albright, US secretary 


of state, said Mr Milosevic's meet- 
ing in Moscow next Tuesday 
would be "an opportunity and a 
test” for the Yugoslav leader . 

Yesterday’s Contact Group 
statement said that if Mr Milos- 
evic did not meet its demands 
there would be “forth a- moves to 
halt the violence and to protect 
the civilian population, including 
those that may require the 
authorisation of a United Nations 
Security Council resolution”. 
This was a reference to the air 
strikes that Nato is planning. 
Moscow has indicated it would 
veto such a UN resolution. 

Robin Cook, the UK foreign 
secretary, who chaired yester- 
day’s meeting, said that “if Mr 


Milosevic gives President Yeltsin 
a No this will have a bearing on 
Russian behaviour in the [UN] 
Security Council". • • 

Mr Cook repeated Britain's 
view that it would be “helpful 
and useful" for Nato to have 
Security Council authorisation 
for any air strikes or deployment 
in Kosovo. 

Mrs Albright said Belgrade had 
internationalised the Kosovo cri- 
sis by taking the conflict to its 
borders with Macedonia and 
Albania. She added that she had 
reports that Mr Milosevic's forces 
were now putting land mines 
into border areas. Mr Cook also 
rejected Belgrade's claims that 
the Kosovo crisis was purely an 


internal matter. The Contact 
Group Is also demanding that the 
War Crimes Tribunal for the for- 
mer Yugoslavia be allowed 
access to Kosovo to Investigate 
allegations of "ethnic cleansing’’ 
by both sides. 

Balancing condemnation of 
Belgrade’s behaviour, the Con- 
tact Group urged the Kosovo Lib- 
eration Army to refrain from ter- 
rorist attacks against Serbs. Mr 
Cook went further and said the 
Kosovar Albanians should realise 
that the KLA "offered not libera- 
tion. hut a prolonging of their 

suffering”. 

68 presstae. Page 3 
Behind Kosovan flues, Page 7 


News Business 


VW ready to buy Lamborghini 

Volkswagen signalled its determination to add another luxury motor 
marque to its range by signing a letter of intent to buy Lamborghini, the 
Italian sports car company c o ntroll e d by the son of former President 
Suharto of Indonesia Analysts estimate the price could be between 
Si 00m and Si 50m. The news came a week after the German group won 
approval from Vickers shareholders over rival BMW to buy Rolls-Royce 
Motor Cars of the UK for E430m. Page 24 

Compaq to take restructuring charge 

Compaq, the world's second biggest computer poup following approval 
of its S9bn acquisition of Digital Equipment, said it would take a restruct- 
uring charge to pay for 2,000 lay-offs In addition to the 15,000 job cuts 
previously disclosed. Page 24 

European shares hit by Asia and New York 

European shares ended the week In a sorry 
state, battered on both skies by Asia and 
New York. The FTSE Ebioc 100 index, which 
contains only those companies from coun- 
tries sat to be part of the single currency, fed 
2.6 per cent The Frankfurt market lost 2.9 
par cent Europe's bourses struggled to 
absorb the effects of yen weakness and the 
declines on Wall Street, where the Dow 
Jones Industrial Average followed Thursday's 160 point fall with another 
eariy three digit loss. Currencies, Page 8; London stocks, Page 17; 


Euretop 300 index 

1280 



World stocks, Page 21; Markets, FT Weekend Page XXIV 

MCI ready to sell more of Its internet arm 

MCI Communications of the US is preparing to sell a larger piece of its 
internet operations to win regulatory clearance to- Its merger with World- 
Com, a move that looks set to HD an earlier a gre e m ent to sail part of the 
business to Cable & Wireless, the UK carrier. Page 23 

Powerscreen reveals debts and plan for recovery 

Pcwerscreen International, the Northern Irish engineer, calmed several 
serious remaining worries with the publication of a circular detailing Rs 
heavy debts and plans far recovery. Page 22 


FT.com: the FT web site provides updated news and 
an online archive of back articles at http://wwwJT.com 
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US bill 
on debts 
comes 
under fire 

By Richard Wotffe 
h Washington 


Consumer lawyers yesterday 
condemned a new US bank- 
ruptcy bill aimed at recover- 
ing the spiralling bad debts 
of the credit card industry as 
a substantial financial bur- 
den on taxpayers. 

The National Consumer 
Law Centre said the new 
laws, backed by a large 
majority in the House of 
Representatives this week, 
would lead to an increase in 
the number of court chal- 
lenges to bankruptcy cases, 
substantially raising legal 
administration costs. 

The new bill - the first 
reform of bankruptcy laws 
in two decades - is designed 
to make it harder for bor- 
rowers to wipe out their 
debts by declaring them- 
selves bankrupt 

The new laws, which have 
yet to win the approval of 
the Senate, are a response to 
the record numbers of ITS 
borrowers seeking protection 
under bankruptcy laws. 
More than 1.3m Americans 
filed for personal bankruptcy 
last year - three times the 
number in 1980 - writing off 
$44bn of debts. 

Gary Klein, banking spe- 
cialist at the National Con- 
sumer Law Centre, said: 
"This bin wiD cost taxpayers 
10 cents far every five cents 
returned to creditors. It 
allows for a whole variety of 
legal procedures for credi- 
tors to challenge debtors, 
which will cost more in the 
courts to resolve these dis- 
putes. 

“It will be used to drag out 
the legal process, and by def- 
inition people in the bank- 
ruptcy process do not have 
the money to defend them- 
selves." 

The bill introduces a 
“means test” on debtors who 
want to cancel their debts. 
Borrowers earning more 
than the US average income 
of around $50,000 would be 
assessed for a court-ordered 
repayment plan to pay back 
20 per cent of their debts 
within five years. The bill 
also prohibits debtors from 
sheltering certain personal 
property from creditors in 
the 180 days before filing for 
bankruptcy. 

It prevents bankrupts from 
wiping out credit card debts 
incurred in the 90 days 
before they declared them- 
selves bankrupt 

Consumer groups blame 
the rising levels of bankrupt- 
cies on the widespread avail- 
ability of cheap credit, and 
aggressive marketing by 
banks and credit card com- 
panies. 

However, retailers and the 
financial services industry 
enthusiastically welcomed 
the passage of the bill, and 
urged the Senate to pass its 
legislation swiftly. 

The National Retail Feder- 
ation said the new law 
would “restore fairness and 
responsibility to the bank- 
ruptcy code”. Tracy Muffin. 
NRF president, said: “Some 
debtors who have the means 
to meet their obligations 
have decided it Is easier to 
walk away and stick others 
with the bill, and that is not 
right." 

Some controversial aspects 
of the House bill could be 
rejected by the Senate this 
summer. The Senate version 
of the bill replaces a means 
test with steps to give more 
power to judges to order , 
repayments. The admlnistra- I 
tlon has said it “strongly 
opposes" the House bill, and 
wants to see substantial 
changes before it backs a 
new law. 
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NAZI LOOT S WISS BANKS FACE RENEWED THREAT OF SANCTIONS IF NO ACCORD RE ACHED BY END OF JUNE 

Holocaust settlement talks stall 


By John Anthers to New York 
and VfiHkm HsB in Zurich 


Negotiations between Jewish 
organisations and the three 
big Swiss banks over global 
settlement to the issue of 
assets looted by the Nazis 
during the Holocaust 
appeared yesterday to have 
run into serious trouble. 

The Swiss hanks now face 
the renewed threat of eco- 
nomic sanctions from a 
group of state and municipal 
officials In the US if a settle- 
ment is not readied by the 
end of this month, and of 
protracted and potentially 
costly litigation in US 
courts. 

Alan Hevesi, the flnancfai 


comptroller of New York 
city, said the executive com- 
mittee of public officials 
which has been co-ordinat- 
ing the US authorities’ 
response to the issue would 
meet again on July L 
This meeting could result 
in a decision to end the mor- 
atorium on sanctions ag ainst 
the banks, which was 
declared once they agreed to 
discuss a settlement 
It is understood that the 
lawyers leading a US class 
action on behalf of Holo- 
caust survivors failed to 
appear in person at the lat- 
est meeting in the settle- 
ment talks, which was 
scheduled to take place on 
Thursday under the auspices 


of Stuart Eizenstat, the US 
undersecretary of state. 

It appears likely that the 
talks will reconvene only if 
the Swiss banks make a new 
offer npyt week. 

Neither the Swiss banks 
nor the World Jewish Con- 
gress would comment on a 
disclosure in Neue ZQrcher 
Zeitung, a Swiss newspaper, 
that the Hanira Had offered 
$500m to settle the class 

pptinn 

This sum, which is only 
half the $lbn figure quoted 
in the New York Times last 
week, would come on top of 
any sums identified by the 
search into unclaimed dor- 
mant bank accounts led by 
Paul Voicker. the former US 


Federal Reserve chairman. 

The participants in the 
talks are bound by confiden- 
tiality agreements and 
would not even confirm yes- 
terday whether their lawyers 
had met on Thursday under 
the auspices of Mr Eizenstat 

However, one long-time 
observer of the discussions 
between tbe Swiss banks 
and the Jewish organisa- 
tions indicated that the 
$500m figures was much 
closer to the figure the 
hanks had in mind. 

He Indicated that last 
Tuesday's US Federal 
Reserve approval of the 
merger of UBS and Swiss 
Bank Corporation had 
increased the ability of tbe 


hanks to take a mare robust 
stand. 

Michael Hausfeld, the 
Washington lawyer who is 
co-ordinating discussions on 
behalf of the Jewish liti- 
gants, said: “I see little 
chance of an agreement 
soon, f am getting less hope- 
ful as time goes by.” 

Another explanation 
offered for the discrepancy 
between the figures was that 
file sum of SI bn, cited before 
the merger was cleared, was 
an “optical illusion” because 
it included the amount 
which the banks would pay 
as a result of the Voicker 
Commission process. That 
could amount to about 
$50Qm. 


NEWS DIGEST 

US ECO NOMY ’ 

Producer prices increase 
by 0.2% in May 

US producer prices rose 02 per cent In May and business 
inventories increased 02 per cant in April, signalling contin- 
ued economic growth without significant inflationary pres- 
sures, accor di ng to new government figures. The increase in 
the closely watched producer price index exceeded market , 
expectations of an 0.1 per cent rise, but the figures were I 
severely distorted by a one-off 107 per cent rise in prescrip- 
tion drug costs due to a 585 per cent rise in the price of a 
new trenqufiEser. Excluding the drug, the PP1 was unchanged. 

Tobacco prices rose 2.8 per cent as companies continued 
to try to raise extra revenue to help pay pending legal settle- 
ments. Congress is debating new legislation that would 
impose huge tax rises on tobacco products, and erven if the 
bill falls the industry is expected to have to pay out bUGons of 
dollars in new legal costs. Mark Suzman, Washington 
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SA BALANCE OF PAYMENTS 


UK wants new body 


to study EU’s 



Jacques Santer endorsed idea of ‘super-couodT of mintstors 
which would free foreign ministers to concentrate on foreign poficy 


By Uood Barber and 
Had Bucfcfey to firasseb 


The UK is seeking support 
for the creation of a 
high-level group to look at 
the future shape of the Euro- 
pean Union, attempting to 
head off French plans for a 
“Wise Men” group headed by 
Jacques Delors, former Euro- 
pean Commission president 

Tony Blair, British prime 
minister, hopes the UR plan 
for a group made up of 
prime ministers' personal 
representatives will get a 
favourable response at Mon- 
day’s s ummit of EU leaders 
in Cardiff 

The UK, as summit host, 
wants to regain the initiative 
on EU reform, after this 
week's Joint letter from Jac- 
ques Chirac, the French 
president, and Helmut Knhl, 
the German chancellor. 

The Franco-German letter 
called for a more decentral- 
ised EU, closer to its citizens 
and respecting political and 
cultural diversity. It also 


demanded an overhaul of 
institutions, am? a strength- 
ening of the EU’s common 
foreign and security policy 
ahead of enlargement. 

Mr Blair’s proposed group 
would look at the “unfin- 
ished business” of last year’s 
Amsterdam treaty, and the 
urgent need to prepare the 
EU for enlargement to the 
east and south. 

Issues to be tackled would 
include artgrating qualified 
majority voting among EU 
ministers, redefining the 
relationship between small 
and large states, and reduc- 
ing the size of the European 
Pnmmigginn the EU’S BrUS- 

sels-ba&ed executive. 

The group's work would 
pave the way to a short con- 
stitutional conference next 
year on EU reform, with a 
tightly defined agenda. 

Mr Blair’s whistle-stop 
tour of European capitals 
this week has found little 
support for an open-ended 
philosophical debate about 
the future of Europe. 


future 

Instead. EU states want a 
review focused an practical 
issues, followed by a work- 
manlike constitutional con- 
ference that does not get 
bogged down as the Inter- 
governmental Conference 
that }ed to the Amsterdam 
Treaty did. 

The idea of a group headed 
by Mr Delors also brings 
back unhappy memories in 
the UK of the Delors panel, 
whose 1989 report set the 
course to European mone- 
tary nre ton 

Another idea gaining 
ground ahead of the summit 
is to bolster the EU’s com- 
mon foreign policy by 
reforming the so-called “gen- 
eral a ff airs council” of for- 
eign ministers. The council 
was originally meant to co- 
ordinate EU decision-mak- 
ing, bnt its meetings are 
increasingly dominated by 
foreign affairs issues. 

instead a “super -council” 
of ministers - possibly at 
deputy prime ministerial 
level - would meet regularly 


in Brussels to co-ordinate 
decision-making on other 
issues, freeing foreign minis- 
ters to concentrate on for- 
eign policy. 

The Idea was endorsed by 
Jacques Santer, Commission 
president, in a pre-Cardiff 
address yesterday. 

The UR initiative comes 
amid signs that the institu- 
tional debate could be as 
important at Cardiff as the 
difficult discussion over Ger- 
man demands for a cut in 


contributions to the EU bud- 
get 

Mr Santo* warned yester- 
day that demands from 
member states for a “fair 
return” on their budget con- 
tributions threatened the 
EU's solidarity. He also 
hinted that the UK’s budget- 
ary rebate, secured by the 
prime minister, Margaret 
Thatcher, at the Fontaine- 
bleau summit in 1984, could 
be re-examined as part of 
any EU funding reform- 


Bank moves to protect rand 

South Africa's Reserve Bank, the central bank, yesterday 
released robust balance of payments figures for the first quar- 
ter, two weeks ahead of schedule, in an attempt to protect 
foe rend. The currency has fallen sharply this week to record 
lows because of foe dollar’s strength arid renewed concerns 
among investors about emerging markets. 

South Africa’s seasonally adjusted and annualised current 
account deficit foil to R8.6bn ($1.67bn) in foe three months to 
March, equivalent to 1.4 per cent of grass domestic product, 
down from R14.1bn or 2J3 per cent of GDP in foe fourth quar- 
ter of last year, whBe foe net inflow of capital rose to R1 l_2bn 
from RI.Qbo. Victor Mallet, Johannesburg 


EAST TIMOR 


Foreign ministry occupied 

Up to 1 ,000 East Timorese occupied Indonesia'sfibrefgn min- 
istry for live hows yesterday until they were ejected by police. 
The protesters, members of the Front of East Timorese Youth, 
swarmed into foe parking lot and lobby of the foreign ministry 
in downtown Jakarta as about 100 solders looked on. The 
group demanded the release of rebel leader Xanana Gusmao 
and a referendum among East Timorese on foe status of their 
half of the Island. 

After five hours police and military swarmed into foe minis- 
try compound and beat and kicked protesters Into 15 nearby 
buses. P ander Thoa n o R, Jakarta 


ERITREA/ETHIOPIA 


Rwanda seeks ceasefire 

Paul Kagame, Rwandan vice-president, flew to Asmara yes- 
terday as Washington and Kigali stepped up attempts to bro- 
ker a ce ase fire in the border war between Eritrea and Ethio- 


GM sends home 36,000 workers 


By Pffldd Tart In Chicago 

The escalating wave of 
strike action against General 
Motors, the largest of the US 
carmakers, yesterday 
prompted the company to 
send home almost 36,000 
workers and left economists 
warning of the broader eco- 
nomic Implications of the 
industrial unrest 

By mid-morning, GM said 
that 35,700 workers bad been 
sent home as a result of two 
separate strikes at parts 
facilities in Flint Michigan, 
while eight North American 
assembly plants had ceased 
operations. 

A growing number of 
workers at its Delphi parts 
plants were being affected, 
and the impact of tbe strike 
began to spread outside the 
US and Canada, with almost 
10,000 employees at two 
parts plants in Mexico 
included in the numbers. 

The first strike, at GM*s 
Flint Metal Centre, began 
eight days ago. This was 
compounded on Thursday 
when 5.800 workers at the 
Flint East parts facility, run 
by Delphi, also walked out. 

Many analysts warn tha t 
much of GM’s North Ameri- 
can assembly operations 
could be shut down if the 
strike persists into next 
week. 

Both disputes centre on 
the company’s desire for pro- 
ductivity improvements, and 



UAW union Local 681 president Danny Thetford takas a *hjgh five’as ha leads his members out on 
strike from the General Motors Delphi East plant in Ffint, M kirf g an Associated Press 


the union's complaints about 
working conditions and 
resistance to Job losses. 

The United Auto Workers 
reiterated on Thursday night 
that GM could be looking to 
cut around 11,000 jobs in 
Flint - the birthplace of both 
the company and the union 
- over the next two years. 
GM jobs in the town have 
already halved from over 
76,000 in the 1970s to around 


33,000 at present Shares in 
GM, which had been barely 
dented during the first week 
of the strike at the company, 
fell steeply yesterday, by 
32%, to around 367%. 

David Littman, economist 

with Comerica. Michigan- 
based banking group, said 
yesterday that if the strike 
ran for another three weeks, 
the cost in terms of lost out- 
put could run to |1.5bn. 


“And that’s probably conser- 
vative,” he said. 

He said GM’s share of the 
North American vehicle 
market would probably dip 
back below 30 per cent, as 
rivals picked up business. 
The company’s planned 
launch of a redesigned Chev- 
rolet Silverado and GMC 
Siena pick-up trucks could 
also be jeopardised. 

Some economists have 


attempted to estimate the 
broader effects erf tire indus- 
trial disruption. Diane 
Swonk, deputy chief econo- 
mist with First Chicago 
NBD, calculated that the 
nation’s gross domestic prod- 
uct growth rate could fall by 
about 0.3 percentage points 
if the stoppages persisted 
until the end of June. 

However, she said much of 
this might be subsequently 
be recouped. The timing of 
the strikes was quite favour- 
able, as they came just 
ahead of the traditional July 
plant closures, which could 
be shortened- 

Two years ago, a strike at 
GM’s Dayton, Ohio, brake 
plants led to around 175,000 
workers being sent home. 
The US Commerce Depart- 
ment estimated the strike 
cut quarterly GDP by 
between 0.1 and 0.2 per cent, 
although most lost produc- 
tion was subsequently made 
up. The impact on suppliers 
is likely to be mixed. Over- 
all, Mr Littman estimated 
that for every dollar lost or 
job cancelled at GEM, there 
was a matching “one for 
one" impact on suppliers. 

If other carmakers step up 
to 211 GM’s shoes, analysts 
point out that some parts 
suppliers - whose busi- 
nesses are angled towards 
other producers - could 
actually benefit ' 

Man la Tbe News, Page 7 


pia. But there were no signs of a breakthrough, with a top 
Ethiopian official describing the situation as “vary dangerous 
and explosive’. 

Mr Kagame's visit came a day after Eritrea bombed the 
northern Ethiopian town of Adigrat, destroying a grain sHo art 
pharmaceuticals base and toiling at least four people. A third 
front has been opened on the border perflousiy dose to Eri- 
trea's key port of Assab. Mlcheta Wrong, Asmara 


MIDEAST PEACE PROCESS 

Netanyahu rejects early poll 

Benjamin Netanyahu's governing Ukud party yesterday 
rejected calls for early elections In spite of an unstable coafi- ■ 
tkxi deeply divided over continuing foe peace process. The - 
Ucud statement was issued after a coalition partner insisted 
the delayed second israefl troop pullback from the West Ban! 
be carried out soon; a minister called for early elections; and 
Jewish settlers pledged to topple foe government if there was 
any redeployment Elections are scheduled for foe year 2000. 

. Mr Netanyahu said he had no Intention of carrying out any 
redeployment until the Palestinians had cracked down on ter- 
rorism - which they have been doing for the past 10 months. 
Judy Dampsay, Jerusalem 
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GERMAN ECONOMY 


Annual inflation falls to 1.3% 

Germany’s annual inflation rate fell from 1.4 per oerrt in April 
to 1.3 per cent in May, the federal statistics office said yester 
day. The latest figures suggested upward price pressures 
remained weak, despite a rise in VAT in April. February and 
March both saw annual inflation rates of just 1.1 per cant 

But foe overall figure hid a pick-up in inflation pressure in : 
the former Communist east, where annual inflation rose from 
1.6 per cent to 1.7 per cent in May. 

Between April and May, foe cost of living Index for an Gar-, 
many rose by 0.3 per cent The 1.3 per cent annual rate con^ 
pared with 1.6 per cent in May 1997. Ralph Atkins, Bonn 
■ France's consumer prices rose 0.1 per cent in May, con- 
tinuing foe stable trend ki inflation evident for six months. 

The only sign of mild inflationary pressure came from frssHI 
agricultural produce prices, which rase 4.9 per cent, acconH 
ing to Insee, thq official French statistics Institute. Robert 
Graham, Paris 


. I Coi^u 

Caribbean bears the brunt of repatriations by US th e s 


Life is becoming more uncomfortable for local security officers as 
America returns seasoned criminals. Canute James reports 


S ome recent arrivals in 
St Lucia have not 
received the traditional 
welcome which the eastern 
Caribbean island gives tour- 
ists an whom much of the 
economy depends. “Life is 
becoming even more uncom- 
fortable for local security 
officers as US authorities are 
returning to us very sea- 
soned and sophisticated 
criminals.” said Kenny 
Anthony, prime minister. 

It is a concern echoed 
across the Caribbean by gov- 
ernments and police chiefs 
who, like Mr Anthony, are 
blaming a recent Increase in 
violent crime on “deportees" 
- convicted criminals who 
are being repatriated by the 
US. While St Lucian officials 
contend that the constabu- 


lary can contain tbe situa- 
tion, there is less confidence 
about this in other coun- 
tries, mainly the Dominican 
Republic. Haiti, Jamaica and 
Trinidad and Tobago. 

The Caribbean is not the 
only region which has been 
affected. Of the ' 113^98 for- 
eign citizens deported last 
year by tbe US. about 51,000 
had criminal convictions 
warranting deportation, said 
the US Immigration and 
Naturalisation Service. Of 
the 3,993 criminals departed 
to the Caribbean last year, 
1,952 were sent to the 
Dominican Republic, 1.2U to 
Jamaica, 200 to Haiti, 165 to 
Trinidad and Tobago and 125 
to Guyana. 

"Governments and law 
enforcement agencies across 


the Caribbean have con- 
cluded that the increase in 
violent crime and the nature 
of cr imin al activities has 
changed in recent years, and 
that these deportees are 
responsible.” said a senior 
official of Jamaica’s national 
security ministry. “Depor- 
tees have organised them- 
selves into armed gangs 
fighting over control of nar- 
cotics trafficking operations 
in the region. This is accom- 
panied by more apparently 
cold-blooded murders." 

While regional govern- 
ments are unhappy with the 
deportations and the impact 
on their countries, officials 
admit there is nothing they 
can do about iL Some have 
complained of being given 
Inadequate notification 


about repatriations and the 
nature of crimes committed. 
Officials in the Do minican 
Republic say that the repa- 
triations are an effort by the 
US to save money in its 
' prison system, and that 
many of tbe criminals serve 
only a part of their sen- 
tences before being deported. 

“The US is serious about 
getting rid of criminal 
migrants, and repatriating 
them when they have served 
cmly a part of their sentence 
may save some money, but 
that is not the intention,” 
said Fred Jackson, who Is in 
charge of the INS office 
responsible for Jamaica. He 
rejected complaints that 
there is little consultation 
between the US and the 
countries to which the crimi- 
nals are being sent “There 
Is an a grppmpnt for the US 
to give 72 horns’ notice to 
the countries to which the 


criminals are being repatri- 
ated. This includes the 
name, date of birth, place of 
birth and a copy of the 
deportation order. So the 
governments know the 
nature of the crimes commit- 
ted by these people." 

T he region’s com- 
plaints about inade- 
quate Information on 
deportees have brought 
some improvement, and US 
agencies have begun provid- 
ing more information, says 
Roger Luncheon, Guyana’s 
cabinet secretary. .“Those 
efforts have borne fruit and 
we are being provided' with 
more timely information and 
a greater stock of informa- 
tion. about the deportees.” 
Although criminate are 

being deported by the US to 
many other parts of the 
world, including Europe, 
Caribbean countries such as 


the Dominican Republic face 
greater difficulty in dealing 
with the problem, said a 
D omi ni c an official “We do 
not have the flnawi!.) and 
technical resources to han- 
dle this problem and deal 
with sophisticated US- 
trained drug traffickers and 
murderers.” 

Senior police officers in 
many countries would like 
to monitor movement and 
activities of the deportees, 
but are not legally permitted 
to do so. Crimes are commit- 
ted in anothCT jurisdiction, 
and deportees are free when 
repatriated. “Initial reaction 
to efforts to establish some 
sort of monitoring is that the 
rights of these people must 
be respected," the Jamaican 
official said. “A few have 
committed crimes since 
being repatriated, and have 
been charged, but only a 
few." 


Deportees often haw no 
family ties, or only tennon® 
ones, in the countries to 
which they are sent Many 
left the region as cbl^ 1 ® 
“and are coming effectively 
to what is for thwn a strange 
land In which they are 
strangers." said one Iksnbu- 
can official. 

In receiving 10 deported 
cr iminals last year, St Lucia 
is less affected than 
other Caribbean countries. 
But Mr Anthony ^ 
charged that the regfeo.Jf 
paying the price for an a* - 
consjdered US approach- Be 
accuses the US of "series 
duplicity" in seeking 
receiving the co-operation ® 
the Caribbean in drug traf- 
fi cking , while returning to 
the region “very seasoned 
criminals who understand 
tbe North American market 
and its connections with the 
Caribbean”. 
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G8 to step 
up pressure 
on India 
and Pakistan 


By David Buchan in Lotion, 
Marti Hfctotaoa In Now Dett 
and Fatten BoMnri 
h tewalad 


The Group of n ght laeiHng 
Powers yesterday welcomed 
toittal signs of dialogue 
between India and Pakistan 
but pledged to step up their 
attempt, through economic 
pressure and moral suasion, 
to get the two countries to 
drop their nuclear wea pons 
ambitions, 

Madeleine Albright, US 
secretary of state, described 
statements from Islamabad 
and New Delhi as “encourag- 
ing hut sot sufficient''. 

Until the two took con* 
Crete action to repair the 
damage to the international 
non-proliferation regime 
done by their remit atomic 
tests, “there should be no 
drift back to business as 
usual** with these countries. 

India had earlier invited a 
Pakistani delegation for 
talks in New Delhi on June 
22. The foreign ministry said 
the invitation followed a 
“positive response" from 
Islamabad for renewed talks. 

However, Pakistan later 
described the Indian offer as 
"a traditional gimmickry of 
Indian diplomacy", instead 
it invited India to send an 
official delegation to Islama- 
bad on June 20. 

India had insisted talks 
must be purely bilateral, 
while Pakistan ha s sought to 
bring international pressure 
on Delhi to resolve the bitter 
dispute over Jammu and 
Kashmir, over which each 
has competing ritofarm which 
have been the cause of two 
wars since independence. 

After meeting in London, 
the G8, comprising the US, 
Japan, Panada, Russia and 
the four bigger European 
states, agreed collectively 
that its members would use 
their votes in the interna- 
tional financial institutions 
to block most loans to India 


and Pakistan This was the 
GB 's first cofiective commit- 
ment to this sanction, 
though individual GB mem- 
bers have already voted 
' against 

But the GB statement said 
1 ts members would not 
oppose loans “to meet basic 
fan man seeds" 

* “We do not want to con- 
front the peoples of India 
and Pakistan," said Robin 
Cook, the UK foreign secre- 
tary, who chaired the meet- 
ing, “but we do want .to con- 
front the theat of nuclear 
proliferation." 

The US and UK rebutted 
charges of a double standard 
on nuclear disarmament 
Mrs Albright thaf the 
US bad eliminated more 
than 10,000 nuclear war- 
heads sinwi the end of the 
cold war, and was pursuing 
further arms reductions with 
Russia towards the 
long-term goal of renouncing 
Tmdftar arsenals. 

Mr Cook said the UK gov- 
ernment had gj gg ad up to 
the comprehensive Test Ban 
Treaty as well as scrapping 
free-fall nuclear bombs. “We 
are therefore not asking 
Tndia to do anything that we 
have not already dime our- 
selves." 

Yesterday's GB meting was 
widened to include foreign 
ministers from Argentina. 
Brasil, South Africa and 
Ukraine, which have all in 
recent years renounced 
nuclear ambitions or 
&rs€H£iIs. 

Mrs Albright hailed these 
countries fin choosing “not 
to be nuclear powers, but 
instead global leaders for 
peace". Mr Cook said they 
were particularly well-placed 
to persuade India and Paki- 
stan to follow their, example, 
and said Britain would co- 
ordinate a new G8 taskforce 
together with these ex- 
nuclear powers to continue 
the pressure on the new 
south Asian nuclear powers. 


ANTI-MILITARY PROTESTS DEMONSTRATORS CALL FOR RELEASE OF POLITICAL PRISONERS AND A RETURN TO CIVILIAN RULE 


Nigerian police disperse democracy activists 


Bytatayi 


to Lagos 


Heavily armed police fired in 
the air and used tear-gas to 
disperse crowds in parts of 
Nigeria's commercial capital, 
Lagos, yesterday in a test of 
will between pn>4emocracy 
activists and the new 
military regime of General 
Abdnlsalam Abubakar. 

Opposition groups were 
wmrjrfry t he anniversary of 
the annulment of president- 
ial elections five years ago. 
They called for the release of 
political prisoners - in 
particular for Mosbood 
Abuia, widely held to have 
won the 1983 ballot - and an 
fmmadfate r wttim to rr vftinn 

rule. 

The authorities had 
forbidden public demon- 
strations. closing schools 
and universities in several 


parts of the country. 

Tension began to build 
around the Yaba area of 
Lagos in the afternoon, 
culminating in the use of 
force by units of the 
par a m i l itary mobile police 
against around 200 
demonstrators who had been 
b an di ng oat leaflets. 

There were unconfirmed 
reports of a number of 
arrests, including that of the 
maverick anti -government 
lawyer, Gaul FawehlnmL In 
Ebute-Meta, activists spoke 
of “running battles" with the 
police. 

Elsewhere, however, the 
situation was with 

most people choosing to 
register their protest by 
staying at home to watch the 
World Cup. “This is quieter 
than a Sunday." complained 
one taxi driver hopefully 


tooting for custom. Small 
protests took place in other 
towns reported without 

incident. . 

Apparently victorious in 
this trial of strength with bis 
most vocal opponents 
General Abobakar, who took 
over on Tuesday following 
the sudden death of General 
Sani Abacba, nevertheless 
faces a host of pressing 
itiffimWo-i from quieter but 
potentially more threatening 
sources. 

Defence headquarters last 
night issued a statement 
rejecting speculation that 
there had been a series of 
arrests and some form of 
insurrection in capital, 
Abuja. 

“The story is a lie and 
should be discountenanced 
by all Nigerians," said 
Colonel Godwin Ugbo. “The 


rumour is being peddled by 
a few disgruntled pfanpnts 
to cause problems for the 
new administration." 

National newspapers have 
reported General Abubakar 
as spending his time 
receiving a host of foreign, 
dignitaries, including the 
presidents of G hana, Sudan 
and Gambia, and Hfemrin 
the state of Nigeria's 

politically and economically 
vital 2Jbn barrels per day ofl 


Privately, however, 
officials acknowledged that 
rti» «|t tHf> centre off 

government was 

increasingly tense as those 
loyal to the late bead of state 
and their opponents within 
senior echetoas of the army 
manoeuvred for position. 
Accor din g to some reports, a 
powerful constituency is 


urging General Abubakar 
quickly to reshuffle the 
government and remove 
those ministers most closely 
associated with his 
predecessor. 

Much of the ordinary 
business of government has- 
been paralysed by the 
political uncertainty, with 
Nigeria yesterday 
that it would be 
postponing a promised 
reduction in oil production 
to help ease further 
downward pressure on 
already depressed global oil 
markets. 

General Abubakar has 
« p)H he *T»wn»te to continue 
with his predecessor's pro- 
posals to return the country 
- ruled by the' military for 
an but four of the last 32 
years - to civilian rule. 

How he intends to do this. 


given the lack of popular 
enthusiasm for any of the 
five registered political par- 
ties and the underlying 
assumptions of a process 
designed first and foremost 
to install in .power a man 
now dead, is distinctly 
unclear. 

Western diplomats are 
watching the situation more 
with caution and concern 
than with any real optimism. 
“There Is a real window of 
opportunity," said one. 

“If he opens up. if be is 
inclusive, we can and nil! 
respond. But he may be 
more afraid that moving too 
boldly will upset too many 
people in the armed forces, 
and they, at the end of the 
day, are the ones who 
count." 

Antony Goldman is senior 
Africa editor at the EIU 


Extremists show strength in Queensland 


Pauline Hanson's . 
One Nation party . 
may hold Itie 
balance of power 
after state elections 


By Gwen RdUosm to 


Opinion polls in the north- 
eastern Australian state of 
Queensland yesterday 
suggested an extremist, anti- 

rmmi p r a tirtn party couM win 

the balance of power today 
in one of the most closely 
watched state elections to be 
held in Australia. 

Pauline Hanson, head of 
the One Nation party, has 
been described by critics as 
a female blend of Jean-Marie 
Le Pen, bead of France's 
rightist National Front 
party, and Vladimir Zhirin- 
ovsky, Russia's extremist 
politician. 

In her party’s controver- 
sial election campaign. Ids 
Hanson has charged that 
Australia's multicultural 
immigration policy would 
“divide and destroy Austra- 
lia ' as a nation and as a 
people". 

She has campaigned 
against Aboriginal land 
rights as a government- 
funded plot to grab land 



PMftw Hanson b picked op by John Potter, a pig and dtayfenmr, in north Gueanstand during campaigning this week 


RBUtefS 


from white Australians and 
establish sovereign Aborigi- 
nal states. She baa vowed to 
ban signs In any language 
other than En glish in immi- 
grant enclaves in most of 
Australia’s mein cities. And 
n he recently complained that 
TYifiUrmg of dollars of export 
finance assistance extended 
by Australia to Asian coun- 
tries would only “help the 
Asians take over Australia". 


Yet Ms Hanson, who is not 
even standing as a amiMatp 
in today's election, is fast 
gaining votes far her party. 
Yesterday's opinion polls 
show bar party, which has 
never contested an election. 
Is likely to achieve 25 per 
cent of the vote statewide, 
while the opposition Labor 
party has polled 42 par cent 
of the vote, and the conser- 
vative National-Liberal coali- 


tion 33 per cent. 

Ms Hanson, a former fish 
and chip shop owner, was 
elected to national parlia- 
ment as an independent MP 
in 1996 mi! launched a cam- 
paign against immigration 
and Abori ginal welfare with 
her maiden speech in Sep- 
tember of that year. Her 
party, launched in April 
1997, has targeted rural vot- 
ers in a largely rural state 


known for its conservative 
views. 

Ms Hanson has risen from 
relative obscurity in the tra- 
dition of Joh BJelke-Peter- 
sen, a former peanut fanner 
who was returned to the pre- 
miership for several terms 
on platforms which outlawed 
homosexuality and abortion. 
Mr Bjelke-Petersen was 
finally undone by a series of 
corruption scandals. But Ms 


Hanson has attacked politi- 
cal corruption and made a 
virtue of her humble origins 
and lack of education. 

She has been drawing 
large crowds In the vast 
forming areas of Queens- 
land, where rising job Inse- 
curity baa fuelled hostility to 
the central government's pri- 
vatisation, Aboriginal land 
rights and immigration poli- 
cies. Ms Hanson has also 
succeeded in splitting the 
National-Liberal coalition in 
a bitter dispute over second- 
ary votes which give voters 
a second choice under Aus- 
tralia’s preferential system. 

While pdDs show a narrow 
lead for Labor, even four 
seats for Ms Hanson's party 
in the 89-seat state parlia- 
ment wifi provide it with a 
crucial profile in forthcom- 
ing national elections. 

For the federal prime min- 
ister, John Howard, the 
results in Queensland will 
add to his mo untain of eco- 
nomic and political prob- 
lems. Mr Howard has indi- 
cated he will call an early 
national election on the 
issue of Aboriginal land 
rights. The recent plunge of 
the currency to 12-year lows 
has also fuelled public sensi- 
tivity about immigration and 
unemployment. 


SUICIDE RATE POLICE REPORT SURGE IN DEATHS AS ECONOMIC PICTURE WORSENS 

A. — — 


Human cost of Japan’s recession 


By GUu Tstt to Tokyo 


As a. recession was officially 
declared in Japan yesterday,' 
a hint of the social cost also 
tumbled oat. 

The number of snlddea 
' caused by economic prob- 
lems surged 18 per cent to 
g£56 in the calendar year of 
1997, the National Police 
Agency said. 

The figure does not neces- 
sarily represent the magni- 
tude of Japan's current eco- 
nomic plight, since the 
economy was showing only 
moderate weakness in 1997 - 
In contrast to the current 
recession. And some 
regional police departments 
believe the rate has become 
even grimmer than the 1997 
figures imply. 

Police stations in regions 
such as Hokkaido, Fukui 
and Osaka, for example, say 
that in the first three 
months of 1998 the suidde 
rate surged at an annual 
rate of some 50 per cent In 
that three-month period the 
government said the econ- 
omy had shrunk at an 
annual rate of 53 per cent 


from the previous quarter, a 
figure surpassing the most 
pessimistic of forecasts. Ana- 
lysts had on average pre- 
dicted a 1A per cent shrink- 
age. 

But since the national 
data on the 1988 trends win 
not emerge fer'another year, 


death toll is en increase in 
unemployment and bank- 
ruptcies. 

- Yesterday's data show that 
in 1997 a total of 24,391 
people took their lives, an 
increase of 5.6 per cent com- 
pared to the previous year. 
This brings the figure close 


Suicide carries a complex cultural 
message in Japan, since it is not 
always a stigma. Instead, it is 
sometimes considered an honourable 
way to express shame or atone for 
problems, such as unpaid debt 




yesterday's 1997 figures pro- 
vide the most comprehensive ' 
picture available. 
Consequently, they may stir 
up new debate within Japan 
about the social cost 
of the current economic 
changes. 

In particular, police offi- 
cials and counsellors believe 
one reason for the rising 


to the historical peak of 
25324. recorded in 1986 when 
the economy was coping 
with the impact of the 
strong yen. 

During the so-called “bab- 
ble boom" af the late 1980s, 
when the economy surged, 
the rata fell steadily- In 1990, 
for example, only 1,272 
people killed themselves for 


economic reasons - or 
about a third of the 1997 fig- 
ure. 

However, the level began 
to rise again after 1992 - or 
shortly after the bubble col- 
lapsed. It -has been steadily 
increasing since, with last 
year's surge the highest seen 
tTH$ decade . 

Suidde carries a complex 
cultural message in Japan, 
since - In contrast to many 
European countries - it is 
not always a stigma. Instead, 
it is. sometimes considered 
an honourable way to 
express shame or atone for 
problems, such as unpaid 
debt . 

fa addition Japan is cur- 
rently almost the only large 
country where life assurance 
policies are paid out after a 
suicide, it is suspected that 
this may encourage the 
trend. 

Earlier this year, for exam- 
pie, the heads of three car 
component companies 
Imaged themselves in a tri- 
ple suicide pact - and then 
stipulated that the life assur- 
ance money should be used 
to pay off company debts. 


Cold-calling for dollars in 
the street of the Flying Pig 


By Clay Harris, 

Banfcbtg COrTaspoodwrt 


A Mprth American company 
aartottag atoott item- 


prevcuuuu 

a new product to its ranp - 
IK own shares. Unlisted on 

any stock exchange, they are 

sold by telephone cold- 
calling to international 

Investors. , 

The case appears to raise 
new questions about the 
ability of regulators to police 
cross-border share sales. 

snares pgs pharmaceu- 
tical Group are , be ?J^ 
from an office In Amster- 
dam. a few doors away from 
tte Flying Pig 
on figures supplied bya PGS 
executive, between anti 
fffim (CLXm-n.Sm) has 
retoed since sales started in 

a Ja p§sTmanaged to ft”™ * * * 

' * P ' but registered 10 Kmtaa, has 
sold shares to residents of 
the UK. South Africa. Aus- 
tralia and New Zealand. 


Asian countries are now in 
its sights. 

A UK businessman last 
week received a faxed con- 
tract for the purchase of 
more than $1,000 worth of 
shares, even though he had 
ejected the sales pitch He 
was instructed to send 
money to PGS's bank, an 
Amsterdam branch of ABN 
Amro. 

PGS’s internet site lists 
hid and ask prices for its 
shares, even though its pres- 
ident, Arnold Prashker, 
admi tted in Toronto they, 
wore not traded on any stock 


jji i ncu 

Mr Prashker said FGS had 

applied to have its shares 
traded on the over-the- 
counter Bulletin Board in 
the US. FGS shares are 
quoted on its internet site at 
a spread, of S42W- 85 - PCS 
has issued 8m shares, or 
w£ch up to 600,600 have 
been sold, at prices rangmg 
from *8 to nearly S5. 

The cold callers do not 


approach investors in the 
three countries in which 
PGS has a corporate pres- 
ence. Mr Prashker said: 
“They're not sold In Canada, 
the US or tiie Netherlands." 

David Crate, the Amster- 
dam office administrator, 
said: "PGS Is selling its own 
shares." Bui Mr Prashker 
said PGS had hired an inde- 
pendent marketing com- 
pany, FGS Group, to tall its 
shares. The contract note 
foxed, and later sent by cou- 
rier, to the UK man has both 
companies’ names in Ms let- 
terhead. 

Howard Cooper. PGS 
Group president, said there 
was so connection between 
the two companies and they 
shared the Amsterdam office 
for convenience. The mar- 
keting co mpa ny used “PCS” 
in its name tor the same 
reason, he said. The 
prices shown on the 
internet were an “in-house 
market". 

Mr Crate said toe Amster- 


dam office operated under 
the condition that it made 
no sales to Dutch residents. 
However, the Dutch finan- 
cial regulator said unauthor- 
ised share sales, even to for- 
eigners, would violate Dutch 
law. 

PCS says it has the Asian 
rights to market a drug, 
Chta wota, and an infection 
control procedure, Cfeloro- 
zoln Therapy, tor dentists to 
deal with tooth decay. 

Mr Cooper said a “non- 
compete” agreement with 
the owners of Cblorozoin’s 
North American rights 
meant PGS shares could not 
be marketed in the US or 
Canada. He said PGS hoped 
soon to extend share 
sales to Singapore and 
Indonesia. 

Last year’s transfer of 
ownership to Florida was 
made to facilitate the Bulle- 
tin Board listing, Mr Cooper 
said. PGS has not yet filed 
an aiwwiai report with Flo- 
rida authorities. 





HELLENIC TELECOMMUNICATIONS ORGANIZATION SJL (OTE) AND SUBSIDIARIES 

Condensed Consolidated Financial Statements 
Prepared under Interaatiwia] Accounting Standards 
as of March 31, 1998 
(In millions of Greek Drachmae)- 


CONSOLIDATED BALANCE SHEET 


Asseft : 


SharriwMcrs’ In vestment &.LiaWlltiCT 


Intangible suets, net 

14j447 

Shareholders' Investment 




Share Capital 

340.237 

Fixed Anete 


Paid in Surplus 

239042 

'frkg&rnmuTTrcanon Property. Plant and Equipment 

1J9U16 

Reserves and retained earnings 

364.451 

Less: Arcwnnimcd Depreciation 

(664.772) 






943.730 

.. 

926.444 





Minority imerett 

16.435 

Investments 

199032 



Other non current assets 

38.104 

Reserves for staff rehrcroeot and other 


Deferred income tax benefits 

65222 

employee benefits 

171.793 


303358 





Other reserves and long-term liabilities 

16.977 

Current Assets 


Long-urea defat 

142.298 

Cash and cash equivalents 

135.873 



Accounts receivable 

270,689 

Subsidies, net of anyinigatinn 

105.493 

Materials and supplies 

15455 



Other current assets 

71.666 

Current Liabilities 




Bank loans and overdrafts 

J0.1S2 


493.683 

Accounts payable 

61.998 



Income taxes payable 

94,403 



Dividends 

85,030 


1.7363132 

Other current liabilities 

88393 

| CONSOLIDATED STATEMENT OF OPERATIONS 


340JU6 

Operating revenues 

207.574 


1.736,932 

Operating expenses 

(128366) 



Operating profit 

79 JOS 

MOVEMENT IN SHAREHOLDERS' INVESTMENT | 

Financial, net 

5316 

Shareholders' investment, January I 

898.646 

Oifaer.net 

(I4J35) 




lS.719) 

Net profit for the period 

43.185 


Share issuance expenses 

-101 

Profit before Income taxes 

70489 



Income taxes 

(25394) 



Profit after as 

44395 

Shareholders' Investment, March 31 

943.730 

Minority interest 

290 



Net profit for the period 

45.185 




The major difference between Stannary and IAS fin a ncia l statements relate to ibe accounting of staff and other employee benefits, subsidies 
deferred Income taxes sad depreciation expense. 


Other, net reflected in the statement of operations includes approximately Dis 10 billion of foreign exchange loss which was incurred due to the 
devaluation of the Greek Drachma. 


No companies figures are provided as do co nsol ktetrri financial astements as of Match 31, 1997 were prepared. 

OTE's investments in Tblecom Serbia, Annemol and Hatweve are stated at cost. A* of March 31, 199B. OTE had not been furnished with 
audited final ti n e menu of these companies. 
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BRITAIN 


CHANNEL TUNNEL LINK CONSORTIUM REVEALS IT HAS NO PLANS TO EXTEND HIGH-SPEED RAIL SERVICE BEYOND LONDON 

Regions overlooked in Eurostar project 


By George Parker, Jonathan 
Fort and Charles Batchelor 


The deal signed by John 
Prescott, the UK deputy 
prime minister, to save the 
planned high-speed rail link 
between London and the 
Channel tunnel contained no 
provision for regional Euro- 
star train services, it 
emerged yesterday. 

The disclosure will dismay 
business leaders and mem- 
bers of parliament from all 
over Britain. 

Headed by British Airways 
and bus operator National 


Express, the consortium that 
won the contract to run the 
high-speed Euro star trains 
between London. Paris and 
Brussels told Mr Prescott 
regional services would not 
be viable without extra 
government subsidy. 

It is questionable whether 
Mr Prescott - who heads the 
transport ministry - would 
agree to grant additional 
government funds to a proj- 
ect that will have consumed 
□p to £2.2bn ($3.6bn) in 
direct public subsidy by the 
time the 68-mile link is 
completed in 2007. 


Documents obtained by 
the Financial Times reveal 
that the consortium - which 
also includes Belgian and 
French state railways - told 
Mr Prescott there was no 
business case for running 
Eurostar services from Glas- 
gow and Manchester 
through the fai ntH to Paris 
and Brussels. 

Most Eurostar trains are 
unsuitable for use on the UK 
network, but seven trains 
specially modified for 
regional services have been 
built at a cost of £175m. 

These are undergoing 


Cardiff’s business leaders 
catch a dose of Euro-fever 


But questions are likely to be raised over 
muiti-million-pound summit preparations 
and a $148,000 party, says Juliette Jowit 


S ix thousand heads of 
state, their staff and 
media are expected in 
Cardiff over the two-day 
Euro summit next week. But 
one man could overshadow 
them all - Nelson Mandela. 

The South African presi- 
dent will arrive on Tuesday 
to receive the freedom of the 
south Wales city and thou- 
sands of people and cameras 
are expected to turn out to 
cheer the most famous 
enemy of apartheid. 

So popular is the retiring 
president expected to be. pri- 
vately some Euro summit 
organisers are worried he 
will detract from vital talks 
on the future of the EU 
and the single currency. 

If the Euro-fever gripping 
Cardiff city centre is any- 
thing to go by they should 
bave no fears. Local bars, 
clubs, restaurants, busi- 
nesses. charities - anyone 
who wants any publicity 
about anything - is toying to 
jump on the bandwagon. 

“We get fax after Tax after 
fax with the most spurious 


claims that they are to do 
with the Euro s ummit ." com- 
plained one local journalist 

Bona fide events, however, 
are plentiful and varied as 
local leaders seize the 
chance , to promote Wales 
and Cardiff for business, 
industry, tourism and cul- 
ture. 

The programme of events 
ranges from a festival of 
street theatre, flea markets 
and pub gigs to a bi ghftr pro- 
file sell-out concert by rock 
group Stereophonies. 

Throughout the two days 
there is a festival of Welsh 
cinema - a surprise far some 
- a craft fair, an exhibition 
of Welsh Innovation and 
technology, and debates on 
economy and business. 

There will be fewer oppor- 
tunities for delegates to keep 
an eye on the soccer World 
Cup as there are no big 
screens planned for the main 
venues, and key engage- 
ments dash with both the 
England and Germany 
matches on Monday. 

But more off-beat unoffi- 


Notice of a Meeting of Holders of 


Hyosung T&C Co., Ltd. 

I Imnpanoi n At RepnbU; of t jam lotfc tanked bMkj) 

US. $30,000,000 

3 'A per cent. Convertible Bonds due 2005 
of Hyosung T&C Co^ Ltd. 

I Redccnuhk- at the option of the BonJho Lien m 1998 aaj 2000} 

(ik-fimfa-i 

* Tries IS HEKEBV GIVEN that a mccduc rf die holdaa of die above Borals convened hj rfie ComfxmfwiD he hdd at die 
>'>nce -'*Hn*isv T&CCA.,lui .»HrniimKT^Biiikhn&4VlK£ngDuk-tV3ag.Mapp4u,SrouL Korea on tahluty, )W8 
ji I'.' 'l? .i.iu. (Seoul marl in tnniiider and. if rfux^ir fit. foa the fbllwni; muluiun. which "ill be rmfnsed « ja 
Evri.« dirur. RoluiV-ra 

EXTRAORDINARY RESOLUTION 

■Th.it the nvwtinc .e hnUer- ,4 U.S. SWaXOjX© V< per cent. Con vmiblc Bonis due 2005 1 the "BoffcOwUrn'l uf H towns 
Tat/C-. LiJ lihc~G*nfOTTy')consutuicdby rheTrii* Drel dated 1 0th July, 1991 between dtt Compuir and Banketi 

Tun ,e Li'iupmr Limned Cthc TrustO as mwee far the B cra fo oU ro a amended by the Fa* Suprlraemal Tin* Deed t* 
i I'.-iiik J lei * 1 hereby appAne- (he killmunqt Exnoediiurf Rooludon and its nnpfamenarun: 

I C«vlmi<ul up it tin- Cmi|enr a gr ee in g in pau the Antfdel Second Put Opm U defined Mow), and one lu the 
.vier.i ^vi. me Jin ParaGraph L -uomi.< (hr nuUihoiOm of die Fits Sifrfamcnral Tran Deed dated 29th May. 1996 male 
hel«ix-n(hcClB(um and dv; Trance Idle "Rrn Twh Deed"), 

r Sire i.t the Client spcuhrJ m paPWrh J befaw, aeaenn w die abtoKotun d the BunfivjUa*' option w tenure the 
c .wjjrr. tv nd«m .a t^uidue *e Borah on lvM\ Jtdy. 1996 fdu*Seconi Pm Opnun*) pantrd imkf the Firs* 
SurrVcntetii jI Trust LVui. 

’ Cieidni-iwI upon all IfaraihoUcn hems pad on lOthJuW. 1W8 at an aramra equal ttv 40.241 per aau.ot the pnnapol 
jiu4jm >4 the Beeub. wrruj to thr jbtopKuic <4 thr Bondholden' right to the 1401242 percent, d the pnnajad ameunt 
H the (V<nh uhtvh *,tuU have been payable on 10th July, 1998 upon cneeebe of the Seoaesi PueOpcuo to SralhcUea 
■hi- b.ivv uncml the Second Pur Opoan; 

4 Av<iUM.iihceraatinc><fai-tniTi>on(odt<Efan!hrUei«m(heeeirmKiotxtBtbethafaSeaiadSurv(eitiiRicdTnaiDmd 
p.-JuLcJ in rhu iDcetim; -awl rata Urd W theehaenmn far tJenuficmwn purpuaci affect couch amerahaenu at the 
Trustee mar require- 1 .. tnfme thrC-itfont to t w i c e ui or repurchase the Bands cm 10th July. 2000 {che'Amrraled Second 
l‘ui Ctfuci"! at apicecakidared h»- Tfdyinfi the Jyear US Dollar LI BOR awur rate which appeanori the dnpttvdeiicrwred 
■GOTX”i4i the Return nueuixron or Arr ICVOOittL (Loodwi ttase) on Ml Juh. 1998. which dtall Kokrenntneil on 6th 
lull. |99>|4ii.i.eirh»Jtid and rtttp(45d)h>» polna (the 'Amended Second Put Pher'). The Amended Second Put FWce 
•ill K e , JcuLned ba-ed rnt Jrplrtng the present value an 100 per cent- of the principal aittwncot die Bonk Iracreu payable 
•«n the firvb will be V .per ura. \pcr annum WfWI cd thir rrtndpd atnouza of the Borah piyaNr on Mat December of 
rjch i car until the ntatunrv >4 the Bonds 

A ■■ in.’-’n-. evert alvenui. tti. aketrsamn. »cttrei, modthaitlm.COOiptotnttecrMTaogecicmmacieby theTru5tremror<eaci 
rhi- rtdin >4 rhr BoraimUm oral OwronKiUen asainaf the Company including thrTnnrrf exereoui* ta duet t non ran 
ti'civcra«M LtihcCMupms that the Porah we due «J repayable upon the OKunenoec^aaGeanrafDetwkarapaHwU 

Eum IVLtuh ifdirCienpHiT ijilnnpn the autre due h' Bundho Idea «dv> have croUicd die Sed»Hl Pw^inunontbc 
din 1 date • e Le H div' thrraher; and 

n Aurhieinand m{untii die Tiuuce tuctauur in the tnoddmoom referred in tn para^mpha (1). (2), 1 3) uni (4) d thb 
Iira-lutiiin mid tn .eder n> me effect to each of them, in cxeoJtg die Second Siypiengrual That Deed m the fans of the 
drjti (-t.JuieJ todu> memne and tor the puqiwea «4‘ hfcntlftea O on ifted by rise chairman of It with nit amendment* 
I is .int > ro u a> the Tnuwe dull iDjalie." 

CVnct-d 

The Jitrnrt- n. 4 Dondh-ddertr, parncit Udyiawn to the lyajtumiwyititJtotiheineenru; aal few qny adjourned mcem« which 
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BmlhulJen and. m trfathri Li the Bond*. The Tnntee hat nue been invdvcd In fanradaonc die prapasob and recotitmeiyh 
BeidhttUcn uhn aw m any doubt aiiai dmr uuract Mml their own ptofnunnal since 
AVAILABILITY OF DOCUMENTS 

CyHes.e iheTnm t\rd Jam) 10th )uk 1991 and the Flnt B^ldnenolTnnl Deed dated 29ih Maft 1996 my be ttwyectcd 
Junnc nutnul nltwc h>Hin at tk- ^teethed >affkc t4 the Paytng Agent ghra helm A feafi ol'dae SecnnJ SanJeitiental Tnflt 
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VOTING AND QUORUM 
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brm idtantiahlr tram dir ^evtfied other if a Paying Agent) itstmchllg a Paymg AffaiC to apponu a pre«T to airend and 
v.oe at ihemccume m jecmdaticr with hi* inwnmunioi fiuY ifa Bonfivakkr hokh lua Borah duuigh EuiociearatCidet 
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atraw dial OMRKUon* will tale nmr n> he r*«d chrogh a CfcmngSyilBm arui, cneiuure char Aey are aNe to «mr. rhef 
-htwliact ptooirtlt. 

3 B exil'd tn he deytmaed wadi a Paytng Agent «w to the onJnofa Paying Agent wtdi a lonL or otfart Jerortary noownamj 
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safety trials pending 
approval from Railirack. the 
UK rail infrastructure group. 
Under the consortium's plan, 
they would be used for a ser- 
vice from London's Heath- 
row airport to Paris, which it 
intends to launch in 2001. 

Richard Branson's Virgin 
Group, which made an 
unsuccessful rival bid to run 
Eurostar, included a prov- 
ision to run regional services 
from Glasgow and Manches- 
ter in its proposals- 

Virgin said yesterday it 
was considering making 
fresh proposals to Mr Pres- 


cott about operating regional 
Eurostar services on a stand- 
alone basis without public 
subsidy. It believes services 
from Glasgow. Manchester 
and Birmingham could 
attract 3QQ/KK) passengers a 
year and be profitable 

Mr Prescott acknowledged 
in parliament on Jane 3 Chat 
members from northern con- 
stituencies wanted “an early 
start to regional services". 

“I have therefore asked! the 
consortium to review 
urgently the feasibility of 
such services, and to put the 
proposals to me before the 


end of year," he said. 

Mr Prescott's spokesman 
yesterday said the govern- 
ment would not decide 
whether to provide extra 
public money until the con- 
sortium has completed its 
review. 

Referring to possible Euro- 
star services from Glasgow, 
he told parliament Last week: 
"There is some doubt about 
whether «*» fin trains of 
whatever length at whatever 
time, if people want to fly to 
Paris or Brussels instead of 1 
taking a 10 -hour train jour- | 
ney* 


cial entertainment is prom- 
ised: a mass rally of farmers 
and sheep to protest against 
beef imports and the strong 
pound, and a demonstration 
by bandaged “war victims” 
against the arms trade. 

That will not be the only 
potential for controversy. 
Tony Blair, the prime minis- 
ter, Issued instructions that 
□o public money should be 
put into media packs, which 
at previous summits have 
included expensive watches 
and alcohol. 

But the resulting goodie 
bags - Cool Britannia ruck- 
sacks containing among 
other things a squashy ball 
advertising the Rugby World 
Cup final in Cardiff next 
year - bave been sponsored 
In part by publicly funded 
quangos. 

Further questions could be 
raised over a £90,000 
($148,000) party for the 3.000 
press corps on Monday night 
- paid for by a quango and 
three local authorities - and 
a £50.000 summit table. 

Such figures pale next to 
the total spending on sum- 
mit preparations: an esti- 
mated £7m, in t-li i riing a £3m 
refurbishment of the focal 
City Hall building. 


S®Bb bob Cwpcnnwi 
1 Aodtexmocaifc 
CH- 4 CG 2 B»fe 
SnfccrimJ 



Rags at Cardiff dly haft bearing the names ollhe countries taking part in the summit 


WtiesNews 


M illions of pounds has 
also been invested by 
hotel developers, 
although late- 

finishing projects have left 
some delegates commuting 
as far as 40 miles and others 
in student digs. 

For an expected £15m in 
revenue for Wales, it might 
be considered a price worth 
paying, especially when you 
add the unquantifiable value 


It’s only 
rock ’n’ 
roll - and 


HytwmgT&CCo^LaL 


a career 

By Alice Rawsfluxn 
and Aadrew Bofger 

Would-be rock stars are to 
receive special treatment 
under Labour's “New Deal" 
proposals to combat youth 
unemployment after the gov- 
ernment bowed to pressure 
from the music industry. 

The original proposals, 
that all 18 to 24 year-olds 
unemployed for six. months 
would have to join welfare- 
to-work programmes, were 
criticised by the music busi- 
ness on the grounds that 
musicians would not bave 
enough time to rehearse and 
establish careers if they 
were on the schemes. 

Under the special provi- 
sion. aspiring rock stars and 
classical musicians will be 
allowed to opt out of stan- 
dard welfare-to-work pro- 
grammes and receive career 
guidance from specially 
appointed local advisers. 

The move comes as the 
government's policy of sup- 
porting the creative indus- 
tries is under attack. This 
week. Chris Smith, the cul- 
ture secretary, was censured 
by a parliamentary select 
committee for too much 
emphasis on “trivial mat- 
ters” including pop music. 
But the Department for Edu- 
cation and Employment said 
the revised scheme was for 
“youngsters who show real 
commitment - not just 
playing air guitar in front of 
their mirrors”. 

The proposals wifi be pres- 
ented next Monday to the 
Music industry Forum, an 
advisory group of music 
business figures formed this 
year by Mr Smith. It 
includes Mick Hucknall, lead 
singer of Simply Red, and 
Alan McGee, chairman of 
Creation Records and a 
fierce critic of the original 
“New Deal” package. 

If the project proves suc- 
cessful, it could be extended 
1 to other areas of the arts, 
l notably drama and dance. 

Most young musicians will 
be offered help under the 
New Deal's options of 
self-employment, full-time 
education or training for up 
to a year, or a combination 
of the two. Alternatively, 
they can opt for “open learn- 
ing”. whereby they will bave 
to keep diaries of work, such 
as practising or song-writ- 
ing, and meet with their 
ad riser every two months. 


of three days of worldwide 
media attention. 

“It's a very dynamic city 
that's growing, if s economi- 
cally very successful and 
from the tourism point of 
view we are pushing the 
high quality of life In terms 
of sport and culture and the 
green element,” said Norma 
Jarboe of Cardiff Marketing, 
the city’s promotion 
agency. 


In particular, Wales is hop- 
ing to win a bigger slice of 
the £2-5bn UK conference 
industry from around the 
world. 

“One of the key messages 
we want to go out is that 
this is a prime place to have 
an event,” said Ms Jarboe. 

“One of the biggest bene- 
fits will be the conferences 
that will come on the back of 
ft.” 


City questions 
Brown’s public 
spending plans 


By Robert Chote, 

Economics Etgtar 

Gordon Brown’s claim to 
have maintained the tight 
fiscal stance of his March 
Budget was greeted with 
scepticism in the City yester- 
day. The chancellor's public 
spending plans were seen as 
a possible source of pressure 
to raise interest rates. 

Sir Alan Budd, a member 
of the Bank of England’s 
monetary policy committee 
and the former chief econo- 
mist of the Treasury, said 
the committee would have to 
form a view on the implica- 
tions of the public spending 
plans for inflation. 

“We shall look very, very 
carefully at the govern- 
| meat’s announcement,” Sir 
Alan said. The Bank’s Infla- 
tion forecast is based on the 
Budget assumption of L5 per 
cent real spending growth a 
year, substantially below the 
2.75 per cent growth plan 
adopted on Thursday. 

The Treasury insisted the 
fiscal tightening outlined in 
March was Intact, noting the 
expected cumulative 
changes in public borrowing 
between 1996-97 and 
1999-2000 would be unaltered 
under the new spending 
plans. 

“The Bank of England 
knows there is a fiscal tight- 
ening this year, [and] that 
there is a fiscal tightening 
from this year to next 


year.” Mr Brown said. 

Officials said that Mr 
Brown reassured Eddie 
George, the Bank governor, 
on this point two weeks ago. 

“What it means is that we 
are prepared to take money 
out of the economy so that 
we make it possible for us to 
run a stable economic pol- 
icy," he said. “Part of the 
stability is keeping interest 
rates at a level that win pre- 
vent inflation rising." 

Geoffrey Dicks, economist 
at Greenwich NatWest was 
not persuaded: “The chancel- 
lor’s statement represents a I 
significant fiscal easing rela- . 
tive to both his March bud- ! 
get plans and to the public 
spending plans that the mon- 
etary policy committee has 
hitherto been working to." 

He said the statement 
raised the possibility of 
another interest rate rise as 
early as July. He calculated 
the e xt r a sp ending - planned 
for 1999-2000 amounted to 
£4bn, or 0.5 per cent of gross 
domestic product 

“The committee could eas- 
ily deride that this requires 
an equivalent amount of pri- 
vate spending to be 'crowded 
out*. A rise in interest rates 
of a quarter-paint combined 
with another 1 per cent rise 
in the value of sterling 
might be enough." 

Yesterday stexhng jumped 
above DM2.95 temporarily, 
dragged upwards by the 
strong dollar. 


NEWS^DIGEST 

NORTHERN BRELAND POUCE COMM IS SION 

Ex-Hong Kong governor 
‘will not be intimidated 1 

PoOce reform, and the way it is implemented in Northern 

Ireland. wiB be central to the success of the peace process, 

Chris Patten, chairman of die Independent Police Commission 
said yesterday. Speaking on the commission’s first day in 
office, the fexmer governor of Hong Kong made dear he 
would not allow hrmsetf to be intimidated by sectarian bias. 

He promised a wide-ranging consultation involving both sides 
of the community, with some evidence being given in pubSc. 

■We aH want to ensure that we have a police In Northern 
Ireland that can co m m an d the broadest possible con- 
sent ... our work is widely recognised as centra! to the suc- 
cess of the Good Friday agreement It is a tough challenge.’’ 
Mr Patten said. 

The commission’s seven members include Sir John Smith, 
former deputy commissioner of London’s Metropolitan Police, 
Kathleen O'Toole, a former tearing US police officer, and 
Morris Hayea. a former sartor Northern Ireland dvH servant, 
its terms of reference include making proposals on how the 
police should operate “within a dear framework of account- 
abffity to the law and the community they serve”, it must 
report to .the government by next summer. 

• The temperature of Northern Intend politics is sat to rise 
again at foe end of a distinctly low-key first week in the cam- 
paign for foe new power-sharing assembly - elections to 
which will be held on June 25. Government and local party 
officiate are bracing themselves for a series of events in the 
coming days that will test foe climate of consensus and opti- 
mism signalled m fast month's referendum backing for the 
Good Friday peace accord. Jimmy Bums, Belfast 


QUEEN’S BIRTHDAY HONOURS 

World Cup hero awarded 

Sports heroes, musicians and entertainers dominated the Brit- 
ish Labour government’s second Queen’s birthday honours 
list, published yesterday. There were four appointments to the 
House of Lords, including Sir Cotin Marshall, chairman of Brit- 
ish Airways and president of the Confederation of British 
Industry, the employers’ tabby, and Sir Terry Bums, the far- 
mer Treasury permanent secretary (senior civil servant). Other 
business names on the list included, John Browne. British 
Petroleum chief executive. Stuart Hampson, chairman of John 
Lewis retailers, and Patrick Giflam, chairman of Standard 
Chartered Bank, who aH received knighthoods. 

The most prominent award was a knighthood for Geoff 
Hurst, foe striker whose three goals helped England beat 
West Germany in the 1966 World Cup Final. 

The honour was seen as a bid to motivate the currant 
England squad prior to its first World Cup game against Tuni- 
sia on Monday. Uam Hafligan, London 


SCOTLAND _ ■ 

Packard Bell NEC to expand 

Packard Bail NEC, the US and Japanese-owned personal 
computer maker, is to invest E26m (S42m) in a newtiuUd-to- 
order manufacturing operation in Scotland to serve the Euro- 
pean commercial PC market, it expects to be employing 825 
people at Livingston in south-west Scotland by 2002. The 
company, which is one of the biggest personal computer 
makers in the world, wtR make a range of desktop PCs aimed 
at business customers, ft will sell through NEC Direct, a direct 
sates and marketing operation for the commercial sector 
which was laimched in France and the UK over the past nine 
months.' Michel Fremont, vice-president international of Pack- 
ard Bell NEC, said foe company was consistently increasing 
its share of both the home and business PC markets in 
Europe. 

ft needed a new plant to complement its existing European 
facility at Angers in France to enable it to continue 
expanding. James Buxton, Edinburgh 


GATW1CK AIRPORT 

BA to create 3,500 jobs 

British Airways « to create 3,500 jobs at Gatwick airport over 
foe next 10 years, ft was announced yesterday. The posts will 
be needed to support a planned 60 per cent Increase In BA 
passengers and a near doubling of cargo at the London air- 
port BA envisages handling 12m Gatwick passengers a year 
in 10 years, up from the current 7.6m. Cargo volume is eat to 
nearly double, efimbing to 400,000 tonnes a year. The plans 
were revealed by Sir Cofin Marshall, foe BA chairman, as the 
airline celebrated 10 years at Gstwick’s north terminal. BA 
said the expansion would not load to a huge increase in the 
number of BA planes at Gatwick, which wiB increase by 10 to 
a little more than 80. 


MOTORING ORGANISATION 

Angry members to sue 

Disgruntled overseas and lapsed members of the Royal Auto- 
mobile Club who have been excluded from a £33,000-£35,000 
($54,100-557,400) payout are to start legal action against foe 
motoring organisation next week. Stephen Alexander, of the 
law firm Epstein, Grower & Michael Freeman, who is co-ordin- 
ating foe legal challenge, said foe RAC had not responded to 
a letter threatening potion and proceedings would begin in the 
High Court in London. The association of more than 220 over- 
seas members and 60 former members is suing the RAC and 
its 16-man management committee for discriminating against 
certain classes of member. 

They allege that foe committee had a conflict of interest 
because excluding foe 2,000 members in those two catego- 
ries saved £60m aid meant there was a bigger payout for UK 
and EU members. The RAC maintains that its rules make 
clear that foe excluded members had no right to any payout 
The RAC is splitting Ks two members’ dubs from its roadside 
emergency service and soiling foe motoring service to Cen- 
dant a US marketing group, for £450m. Charies Batchelor 
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N IRELAND BEEF TO BE EXPORTED TWO Y EARS A FTER EU BAN 

Slaughtering of cattle resumes 


By Maggie Uny and 
Michael Smfft Id Brussels 

Slaughtering of cattle for 
beef exports resumed in 
Ulster yesterday more than 
two years after the European 
Union imposed a worldwide 
export ban on British beet 
Granville Meat, the first 
abattoir to be approved for 
beef exports, killed 100 ani- 
mals from certified herds - 
those that can be shown 
through computer records to 
be free of BSE or “mad-cow" 
disease. The export ban was 
lifted for such beef on June! 
in theory, but in practice ft 
has taken some days to 
organise the processing. 


Some of the meat pro- 
duced will be used by 
Ulsters Livestock and Meat 
Commission for a marketing 
relaunch of Northern Irish 
beef to be held In Brussels 
on June 29. However, the 100 
animals will provide about 
30 to 35 tonnes of beef which 
Granville is optimistic it can 
sell to export customers, 


going fairly well". The car- 
casses will be deboned on 
Monday and a container load 
is likely to leave the UK next 
week. 

The meat commission Bgfrf 
there was “a good level of 
interest" from overseas cus- 
tomers, but It would take 
some time for sales to 
develop. It plans to promote 


probably in. Holland which the beef at Sial. the lnlema- 


was a big mazket for Gran- 
ville before the ban. 

Derek Shaw, chairman of 
Granville, said there had 
been “encouraging" interest 
in Ulster beef from European 
customers, and he was confi- 


tional food fair in Paris in 
October, and hoped tb-make 
“significant announcements” 
then. 

Meanwhile, the EU’s 
standing veterinary commit- 
tee met yesterday to con- 


dent that “In a couple of sider lifting the ban on beef 
months time we will be from mainland Britain, for 


meat from cattle bom after 
August 1 1996. The commit- 
tee did not vote on the pro- 
posal and will res ume delib- 
erations next Thursday. 

It made no indication 
whether ft would tak«» a vote 
then. A qualified majority of 
the committee, made up of 
veterinary experts from each 
Country, would be onmig h to 
secure political agreement 
for a lifting of the ban. 

The political sensitivity of 
the ban means the final deci- 
sion is likely to be takes by 
form ministers. They have a 
meeting scheduled for Mon- 
day week, although it is 
unclear whether they will 
discuss the issue then 
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WORLD CUP 


!5!ii!DPEAtt REIGNS IN THE TRAINING CAMP AS RACIAL TENSIONS. ARE OVERCOME 



Simon Kuper visits the 
men in orarige and finds 
they are playing together 
nicely, at last ■ ' 

To those of us who have suffered 
with Holland for 20 years, -the 
omens this year look bewDderingJy 
good. In their last two practice 
matches the Dutch beat Paraguay 
and Nigeria 5-1 apiece. The players 
seem to love each other. 

Less than a quarter of the Dutch 
population expects the team to win 
the World Cup, a much lower fig- 
ure than usual, so hubris has yet to 
become a problem. Could this be 
Holland's year? 

The Dutch camp in Versailles 
yesterday was a delight. Players 
sat at the bar, chatting to Journal- 
ists about how funny the latter 
looked in their World Cup accredi- 
tation photographs. 

Midfielder Ronald de Boer, held 
forth on the difficulties of rafting 
mobile phone numbers in Prance. 

Striker Jimmy Floyd Hassel- 
baink sneaked up to ruffle Boudew- 
ijn Zen den's hair, and goalkeeper 
Ruud Hesp raved about Dennis 
Bergkamp’s sense of humour: "Not 
jokes as such, but a way of 
ta lking **. Jaap Stain, Manchester 
United’s new centre-back, . con- 
cluded: “All the players are very 
good to each other." 

Johan Cruyff, a member of the 
side that almost won the trophy in 
1974, pronounces that Holland 
could have “an extremely good 
team". 

Winger Marc Overmars is as 
quick as England's Michael Owen 
but more polished. Ronald de Boer 
never loses the ball, and Dennis 
Bergkamp has surely the finest 
touch in the world. 

For the first time in years. Hol- 
land also have brawn. Stam 
belongs to the long line of big. 


of Versailles, Dutch-style 



United in joy: the Dutch team celebrate Frank de Boer’s goal in the 
recent friendly against Paraguay Popp erf oto 


silent Dutch provincial defenders 
who dean up after the artists from 
Amsterdam. The word “Stam" 
means trunk, as in treetrunk, and 
it nicely describes the man. Cru- 
cial, too. is the return after quar- 
rels of Edgar Davids, who covers 


twice as much ground as most mid- 
fielders. 

Ah. the skeptics say, but the 
Dutch always succumb to infight- 
ing. Well, not always. In the World 
Cups of 1974 and 1978 Holland suc- 
cumbed only to the host teams in 


the final, and in Versailles the old 
problems between black and white 
players seem forgotten. 

Both camps have learned from 
the 1996 European championship, 
which they threw away with silly 
rows. Gnus Hiddink, the coach, has 
sent his players an immensely long 
letter explaining that playing in a 
World Cup is a rare treat and ask- 
ing them to work for each other. 

Although, one doubts that any 
player read the letter to the end, 
there has definitely been a change 
oT mood. Even Davids, who has a 
reputation for being difficult, says: 
“Everyone has to bow before fire 
collective." 

The press conference yesterday 
took place in the hall where Cle- 
menceau presented the Allied 
peace fipmanfis to Germany in 1919. 
Yet the Dutch Treaty of Versailles 
appears stable. Perhaps the impe- 
tus has come from the bench. Hid- 
dink may be a weak king but he 
has built a strong court. 

His three assistant coaches, all 
legends of Dutch football, guaran- 
tee against any rows. Frank 
Rjjkaard stands for the ideal of 
racial integration, Johan Neeskens 
for the ideal of winning football 
matches, and when Ronald Koe- 
man talks about football, everyone 
listens. 

“They keep the team together," 
says Bergkamp simply. “This is 
probably the most ideal build-up to 
a big tournament that Holland 
have ever had," adds Koeman. 

The players have been con- 
stantly stroking, patting and hug- 
ging each other in tr aining . They 
have a shared past to build on: 
eight of the side expected to start 
against Belgium today played in 
the virtual boys’ team that won the 
European Champions' League for 
Ajax Amsterdam three years ago. 
Many have known each other since 
school: Frank and Ronald De Boer 
are twins. 


Injuries could be a worry. Berg- 
kamp has only just recovered from 
a hamstring injury, and may not 
play the whole of today’s game. 
But there are alternatives avail- 
able. 

Frank de Boer is the biggest 
worry, after turning his ankle in 
training this week, just as he did 
before Euro 96. He is the only man 
for the job of sweeper, the one 
defender who can pass from the 
back in the Dutch tradition. In his 
absence, the bejewelled giant Win- 
ston Bogarde will probably partner 
Stam in central defence. 


The players have 
been constantly 
stroking, patting 
and hugging each 
other In training. 


Holland, never very modest, 
have mentally already swept past 
Belgium. Mexico and South Korea 
to win a feeble Group E. 

After the Dutch threshed Bel- 
gium twice in the World Cup quali- 
fiers, Ronald de Boer remarked: 
“It’s amazing. They don't have a 
single class player.” 

Yesterday he was mare cautious: 
“Well. I mean, they don't have any- 
one who really stands out” One 
suspects, however, that Holland 
will get no further than the semi-fi- 
nals. 

They may well be a better side 
than Brazil, Germany or Italy, but 
for those teams w inning , in the 
Dutch phrase, is “a holy must”. For 
the men in the bright orange shirts 
it is not 

What win concern the folks in 
Amsterdam most is just that they 
play beautifully. 


MARKETING MORE EXCITEMENT FROM NIKE THAN ADIDAS 

Outsider ahead on points 
in battle of the brands 


Battle of the brands: FT Wold Cpp sponsors index 
.Brand Teams 


Points- 



* 'I 


Half-time score from Paris: 
Nike 3 Adidas 0. And to 
paraphrase Ron Atkinson, 
they did well to get nil 

Much has been made of 
the battle of the brands at 
this World Cup, but judging 
by the performance on the 
ground, it is no contest 

With hundreds of mfllfons 
of dollars in sales and pre- 
cious .percentage points' Of 
market share at sthke; Adi- 
das should have, a clear 
advantage. Having paid an 
estimated S30m to he one of 
the tournaments 12 official 
sponsors, the German sports- , 
wear group can place -its 
brand at the very heart of 
the tournament; 

Adidas involvement 
includes kitting out the tens 
of thousands of volunteers 
working at the event and the 
officials in charge of the 
organisation and the games 
themselves; providing the 
official World Cup ball; spon- 
soring six of the participat- 
ing tpflms and some of the 
game’s best-known players; 
and setting up Adidas Parc, 
a football-themed play- 
ground for fans and tourists, 
in the shadow of the Eiffel 
Tower. 

Nike, ever the outsider, 
has no official role to play in 


the event, but that has not 
stopped the US giant from 
making its presence felt in 
the French capital It too is a 
sponsor of six World Cup 
teams and a host of top play- 
ers, and it also has its own 
football playground, Nike- 
Park, which is based at the 
foot of the Grande Arche de 
la Defense in western Paris. 

~ The Adidas stripes are 
' plastered an over foe World 
Cup sites, but Nike is ensur- 
ing its swoosh is kept in the 
public eye, although 
rumours that it would proj- 
ect its logo on to the Eiffel 
Tower every night have so 
far proved unfounded. 

Yet, for the moment, there 
is no heed, for such stunts, 
because Nike Is trouncing its 
rival where it matters most, 
in the battle of Baris. 

While the Adidas park has 
foe benefit of a more central 
location, foe site is unim- 
pressive. There is a mini- 
football stadium, where 
teams of • children from 
around foe world are playing 
in a four-a-side competition. 
But on a visit this week a 
- Idck&bout between Scottish 
and Brazilian fens at the 
hack of foe stadium was 
mare entertaining. 

The rest of the park is a 


lacklustre collection of spon- 
sors booths, two Foot Locker 
stalls selling merchandise, 
and an exhibition of foe 
technology behind Adidas 
products. 

Over at La Defense, mean- 
while, visitors armed with 
their passports as citizens of 
what Nike has cheekily 
dubbed La MpubHque Popu- 
' lanvjfy Poatbalt (President - 
Eric "Cantona), roam the the 
7JS00 sq m site testing then- 
football skills In a cheerfully 
hectic environment. There 
are 'Warid Cup memorabilia 
on display, an athletes' 
pavilion featuring Nike-spon- 
aored footballers, a one-third 
scale football pitch for 
games, exhib i tio ns clin- 
ics, and a high-tech store, 
part of foe profits from 
which are - befog donated to 
local football causes. • 

On . the day before foe 
opening game, NikePark was 
swarming with people. Over 
at the Adidas Parc, fens sat 
in the sunshine watching a 
bunch of twinkle-toed 
Bolivian teenagers thrash a 
team of hard-working but 
uninspired German kids. 
It seemed somehow 
appropriate. 

Patrick Harver$on 
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No games The brands feted am iraorfy 
played oks aponortng non than ooe 

team to ttw World Op. 


A matter of exposure 


Gordon Vince introduces the FT Index, to 
track which logos are most in the limelight 


The commercial terms of 
sponsorship agreements are 
very seldom published, so it 
is impossible to know which 
sportswear brand is getting 
the better value for money 
out of the teams wearing its 
kit in Franca However, it is 
possible to measure foe 
exposure generated for foe. 
six main brands, via foe 
Financial Times World Cup 
sponsors’ index, commis- 
sioned especially for foe 
tournament 

The index starts from the 
premise that the better 
teams perform, foe greater 
the publicity generated for 
their sponsors. Everyone 


starts foe competition on 
zero; teams are awarded 
points for each match they 
play and the points are t hen 
added together to give a 
sponsor's total 
The scores are weighted 
by a number of factors. 
Matches played in the later 
stages are obviously worth 
more than those in foe open- 
ing round, culminating in 
the final on July 12. Other 
adjustments reflect enter- 
tainment value (as measured 
by foe number of goals 
scored), and foe length of 
the match (with bonuses for 
games going to the golden 
goal and/or penalties.) 


Matches played at week- 
ends are worth more than 
those played mid-week, 
while negative publicity 
(measured by red cards) 
means points deducted. 

The resultant index can- 
not. . of course, reflect the 
value to Adidas of Its status 
as an official tournament 
sponsor. The scores are inev- 
itably weighted in favour of 
those brands with more, and 
more successful sides. Nor 
have we attempted to take 
into account separate spon- 
sorship of some teams' 
footwear. 

The index will be pub- 
lished weekly in Saturday’s 
World Cup page, and is 
updated daily on the FT web 
site at 1 ouaoJFT.com. 
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FRANCE 9iS DIGEST 


GROUP C DENMARK 1 SAUDI ARABIA 0 



Denmark brush aside 
lacklustre Saudi challenge 

Denmark muscled their way 
to victory against a 
disappointing Saudi Arabian 
team in chHty Lena yesterday, 
leaving them in pole position 
to qualify from Group C 
alongside Prance, the hosts. 
Marc R leper's heeded goal 
(left) on 68 minutes from Brian 
Laudrup’s cross after a comer 
was not property cleared was 
enough to secure the three 
pewits for Bo Johansson’s 
side. Once ahead, Denmark 
rarely looked In danger and 
Allan Nielsen, on as a second half substitute, should have 
doubled the margin a few minutes later. 

The contrasting styles of the two teams prevented the game 
from coming to life other than in brief snatches. Even Javier 
Castriffi. the Argentinian referee, seemed relatively subdued, 
brandishing the yellow card on only frxr occasions. 

The defeat leaves the Saudis with only the slimmest of 
chances of progressing to the second round. For Denmark, 
after a run of disappointing recent results, the world suddenly 
looks brighter. David Owen 

• There was little to frighten Spain and Nigeria, who kick off 
their campaigns tomorrow, as Bulgaria and Paraguay played 
out the tournament's first goalless draw yesterday In Group D. 
Bulgaria had the better of the first half, and nearly scored when 
Hristo Stoichkov struck the post in the 36th minute. But 
Paraguay came back strongly after the break, and can be 
counted unlucky not to have gone ahead when a brilliant free 
kick from Paraguayan goalkeeper Jose Luis Ghitevert was only 
barely tipped over the bar. The game also saw the 
tournament's first sending off, when Bulgaria's Anatoli Nankov 
got Ms second yellow card. 


IN BRIEF 

Japanese day trippers fly in 

Economic troubles notwithstanding, soccer fever has swept 
Japan. The team's first-ever participation in the World Cup has 
aroused tire kind of passionate emotions that few other 
International sporting events can. Salarymen and office ladies 
dike have given up precious holiday time to travel to France, 
even without any guarantee of bang able to watch their team in 
action. Some are even going on so-called "day” trips that take 
advantage of the time difference to avoid having to stay 
overnight in a hotel Supporters have meanwhile collectively 
agonised over the team selection, particularly the exclusion of 
Kazuyoshi *Karu" Miura, the charismat i c forward whose dneam 
of playing In the World Cup was widely known. 

■ Few among even fee most avid fans expect the Japanese 
team to fare well against their formidable rivals. But even a 
single goal or fine move, not to mention a win, will send fens 
into a frenzy. Wife bad economic news almost daily, there Is 
little else for the public to cheer about. MIchiyo Nakamoto 

• Police were on top alert in Paris as tens of thousands of 
ticketiess Dutch and Belgian fens began arriving for tonight’s 
game. Up to 25,000 German supporters are also thought to 
have fa) ten victim to over-selling by travel agencies. Rfe said It 
was investigating reports that a South American football 
federation had been selling tickets on fee black market 

• Argentina have. not kicked a ball yet, but Argentina's odds 
to win fee World Cup have been hacked from 9-1 to 6-1 by 
London bookmakers scrambflhg to protect themselves against 
a possible Latin goal fast in tomorrow’s opening Group H dash 
with Japan in Toulouse. Brazil are steady as 3-1 favourites, 
while Italy's draw with Chile has seen the Itafians booted from 
7-1 to 9-1 and Chile slashed from 100-1 to 50-1. 

The FT started fee World Cup wife a betting pot of £1,000, 
and has so far stated £200, the main bet being £90 on 
Argentina to win the competition, at 9-1. No new bets wID be 
made until next Tuesday, if then. Michael Thompson-Nod 


WEEKEND GAMES 


TODAY: 

• SPAIN V NIGERIA, 14*30*, NANTES, GROUP D. 

• SOUTH KOREA V MEXICO, 17.30, LYON. GROUP E. 

• HOLLAND V BELGIUM, 21.00, ST DENIS, GROUP E. The 
nearest thing to a local derby should be one of France 98’s big 
set pieces provided the hooligan fringe can be kept at bay. 
SUNDAY: 

• ARGENTINA V JAPAN, 14*30, TOULOUSE, GROUP H. 

• YUGOSLAVIA V IRAN, 17.30, ST ETIENNE, GROUP F. 

• JAMAICA V CROATIA, 21 .00, LENS, GROUP H. 

‘Local kick-off times (GMT plus 2hrs). One hour earlier in UK. 

NUMBERS SO FAR 


Goals total . 
Bookings .... 


14 Sendings off 1 

19 Penalties 2 


For latest World Cup news 

v/ww.FT.ccm/woridcup 93 
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/ Perfecting tke fine art of 
technological juggling. 


la fast 3 years, EDS assisted the Ceieitfr Fraafais d'Orgaslistios ia growing 
•he World Cap OS lafrastrectera tram aara ta the slxe af a Fartaaa 500 coat pa ay's. 

Coordinating tke activities of over 12,000 


j volunteers, employees, anti thousands of officials 
and players. All bandied smootkly ky 2,000 


World Cup 98 tke single biggest sports event even 
If you want your infrastructure to keep up witk 
your needs, yet remain nimkle as you grow, call 


workstations and 65 servers across France. It f s 44-IS1-754-4S22. Or visit us at www.eds.com. 

Enjoy tke official Warld Cup 


part of tke tecknoiogical network designed and 
kuiit under tke leaderskip of EDS to make 


website at www.fcaxice98.com. 



^ A more productive way of working 
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Far-sighted 

vultures 


As Japan sluks into recession 
and the yen declines remorse- 
lessly against the dollar, portfolio 
investors are conducting a mass 
evacuation from Asia. Even in 
the OS and Europe equity mar- 
kets are feeling the backwash of 
the crisis. Corporate investors, in 
contrast, are behaving with 
remarkable aplomb. If the cli- 
mate is not quite one of business 
as usual, there is certainly a 
sense of opportunism in the air. 

Since Japan's financial crisis 
ramp to a head last November, 
Merrill Lynch, the US securities 
giant, has picked over the carcass 
of Yamalchi Securities, hiring the 
best ex-employees of what was 
once the country's fourth-largest 
broker. Mare recently Travelers, 
the US financial conglomerate 
which is merging with Citicorp, 
has forged links with Nlkko Secu- 
rities, one of the remaining big 
throe broking houses. This looks 
like the prelude to full marriage 
In due course. 

In the manufacturing sector, 
Daimler-Benz of Germany is to 
acquire the truck interests of Nis- 
san, the overstretched motor 
group. Similar moves are taking 
place all across Asia, if on a 
smaller scale, as the corporate 
heavyweights of the US and 
Europe look far bargains in the 
crisis-ridden countries of the 
region. 

Nor, incidentally, Is the 
bargain-hunting restricted to 
Asia. The squeeze there is farcing 
over-borrowed companies to 
make divestments in the US and 
Europe. Yesterday a son of for- 
ms' president Suharto signed a 
letter of intent to sell a control- 
ling stake in the Bologna-based 
Lamborghini sports car business. 
He needed the proceeds of the 
sale, to Volkswagen’s Audi off- 
shoot, to stave off financial trou- 
ble back in Indonesia. 

Yet the process is also working 
in the other direction. Despite 
the strength of sterling against 
the yen Honda announced this 
week that it was to spend a fur- 
ther £450m on investment in the 
UK to develop a new car model at 
its Swindon plant What does this 
tell us? 


Field day 

First, and familiarly, that the 
time horizons and motivation of 
ftind managers and business 
people are very different Exact 
timing matters more to portfolio 
investors than to managers mak- 
ing strategic decisions - a point 
that is particularly true of 
heavily borrowed hedge funds. 
And the hedge funds have been 
having a field day in Asia's more 
volatile currency and financial 
markets. 

Second, this serves as a 


Flight to quality 

The split between the world's successful and troubled economies is wider than it 
has ever been. Martin Wolf asks whether this divergence will continue 


j- 


T he west is blooming, 
while most of the rest of 
the world economy is 
wilting. The contrast is 
startling, even unprecedented. 
But is it also sustainable? The 
fans in western stock markets at 
the end of the week, as the yen 
tumbled to an eight-year low 
against the dollar, suggest inves- 
tors are beginning to wonder. 

The divergence between the 
west and much of the rest is 
becoming a Alan Green- 

span, nhairrpan of the US Federal 
Reserve, told Congress this week 
that “the current economic per- 
formance [of the USJ. with its 
combination of strong growth 
and low inflation, is as impres- 
sive as any I have witnessed in 
my near half-century of daily 
observation of the American 
economy”. Where the US has led, 
Europe Is following. Of the bigger 
European economies, the UK 
started its recovery some years 
ago, but France, Germany and 
I taly are all now expanding, at 
rates generally forecast at 2-3 per 
cent in 1998 and 1999. 

At the end of the 20th century, 
the western countries that were 
dominant a hundred years ago 
appear once more triumphant. 
Meanwhile, the plight of Asia, 
which until last year was the 
world's most dynamic region, 
worsens almost by the day. 

Japan’s gross domestic product 
contracted 1.3 per cent in the 
first quarter, an annual rate of 
5.3 per cent This followed a fall 
of 0.4 per cent in the last quarter 
of 1997. The economy is now 
unquestionably in recession. 
Against the background of 
declining profitability and loose 
monetary policy, the yen has col- 
lapsed to 144 against the dollar - 
a devaluation of 44 per cent over 
the past three years. Most ana- 
lysts see no end to the slide. 

The Asian financial disaster 
has assisted domestic incompe- 
tence to turn Japan's sluggish- 
ness into a severe recession. For 
the rest of Asia, the combination 
of feeble Japanese demand, a fall- 
ing yen and financially fragile 
banks is terrifying. These coun- 
tries are threatened by fiercer 
Japanese competition in third 
markets, which is particularly 
important for South Korea and 
Taiwan; by the unwillingness of 
Japanese banks to write off bad 
old loans or offer new credit; and 
perhaps by repatriation of some 
of the production relocated 
within Asia while the yen soared. 

As Japan weakens, the Asian 
plague returns. By Thursday, the 
Korean stock market had fallen 
43 per cent from the post-crisis 
peak reached in early March. 
S imilar reversals have hit other 
Asian stock markets: Thailand's 
market Is down almost a half 
since February. The Asian crisis 
has not bottomed out yet 
The longer term view is even 
more frightening. Since the. 
beginning of June 1997. stock 
markets have Fallen, in dollar 
terms, by 89 per cent in Indon- 
esia, 75 per cent in South Korea, 
73 per cent in Malaysia, 71 per 
cent in Thailand, 57 per cent in 


reminder that the Asian crisis is 
not a homogeneous affair. South 
Korea, Thailand and Indonesia, 
the countries that have appealed 
to the International Monetary 
Fund for help, all have problems 
in servicing foreign debt. For 
most of their companies foreign 
direct investment is precluded for 
the foreseeable future. 

Banking crisis 

Japan, on the other hand, is a big 
international creditor. By dint of 
extraordinary economic misman- 
agement it has succeeded in gen- 
erating a banking crisis against 
the odds. But there are still 
plenty of strong Japanese compa- 
nies like Honda, as well as weak 
ones such as Nissan. Leading 
manufacturers have been the one 
relatively stable element in an 
otherwise stagnant Japanese 
stock market 

The effect of a financial crisis 
is to sort out the corporate sheep 
from the goats. In an Asian con- 
text it also subverts long- 
standing protectionist barriers. 
Over-investment and excessive 
debt have together brought about 
what years of international trade 
negotiations failed to achieve: a 
genuine loosening of tightly con- 
trolled ownership structures. 

This finally provides an open- 
ing for foreign buyers. The irony 
is that by failing to liberalise 
sooner, the Asians have to pay a 
high penalty. They are being 
forced to sell cheaply at a time 
that is not of their choosing. 

In the midst of the squeeze the 
cat's cradle of equity cross- 
holdings in the Japanese stock 
market is unravelling. Both in 
Japan and the rest of Asia highly 
indebted companies that have 
hitherto felt free from the need to 
use capital efficiently are having 
to raise returns to survive. 

A glance at the evolution of the 
corporate sectors of Japan and 
the rest of Asia underlines the 
disadvantages inherent in a 
depreciating yen as a solution to 
Japan's problems. By weakening 
other Asian currencies it 
increases the burden of outstand- 
ing- currency debt in the more 
troubled countries. And in Japan 
it helps the tradeable goods sec- 
tor of the economy, which is 
already relatively efficient, 
rather than the service sector, 
which needs to restructure. 

The devaluation stimulus is 
also confined to a small part of 
the Japanese economy since 
exports are less than a tenth of 
gross domestic product But as 
long as Japan remains prone to 
the sense of policy drift yen 
weakness will be endemic. The 
buying opportunity for the vul- 
tures becomes more appetising 
by the day. 


A world divided 
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the Philippines and 47 per cent in 
Hang Kang. This is no orderly 
reversal; it is a panic-led rout 
Meanwhile, the markets of the 
US and western Europe have 
been soaring. Italian equities 
have, amazingly, risen 17-fold rel- 
ative to Indonesian equities and 
seven-fold relative to Korean 
ones, since last June. 

What is happening is a global 
flight by nervous investors into 
what is. at least today, perceived 
as quality - into the dollar, into 
the stock markets of North Amer- 
ica and Europe and into bonds 
issued by industrial countries. 

Not everything Japanese is 
bad: Japanese equities have been 
dreadful assets to hold since 1991 
and the yen has been falling 
since 1995, but Japanese govern- 
ment bonds yield 1 % per cent a 
level only fear of prolonged defla- 
tion might Justify. In western 
countries, however, low bond 
yields have underpinned buoyant 
equity markets. On Thursday, 
the yield an the US treasury 30- 
year bond fell to its lowest level, 
of 5.66 per cent, but US equities 
are still close to all-time highs. 

As for emerging markets, they 
struggle almost everywhere, not 
just in Asia. The rouble has been 
under huge pressure, amid much 
talk of the need for greater west- 
ern assistance. Yields on Latin 
American Brady bonds - issued 
in dollars - have been rising 
since March, though they still 
remain well below peaks reached 
last October, an Brazilian Brady 
bonds, yields are up two percent- 
age points since March. 


A bove all is fee US, the 
one and only super- 
power, nnscatbud and, 
despite Wall Street’s 
current hiccup, so far largely 
unbothered. As many Americans 
see it, the US is not just guaran- 
teed prosperity forever, it is the 
one true model — a light unto the 
economic gentiles. . 

Yet whether the present diver- 
gence in global economic condi- 
tions works outs so benignly is, 
at the very least, uncertain. 

. The optimistic view is that the 
disarray in Japan and many 
emerging markets is helpful far 
western Europe and North Amer- 
ica. Since the western economies 
generate 60 per cent of global eco- 
nomic output the principal deter- 
minant of their growth is, inevi- 
tably, internal demand. Bat the 
Asian crisis is a benign'deflatfon- 
ary shock from the outside, low- 
ering commodity prices, cooling 
the overheating US economy and 
pHminating aH risk of inflation 
from continental Europe. 

This relatively cheerful view is 
contained In the latest set of fore- 
casts from the Organisation for 
Economic Co-operation and 
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Violent changes in valuations 
have responded to shifts in 
underlying economic conditions. 
But they have also exaggerated 
and, most important, exacerbated 
them. The world economic stage 
offers market collapses and disar- 
ray at the eastern end, market 
buoyancy and prosperity at the 
western one. Easton currencies 
sink; western ones soar. 


Development In the US, suggests 
its Economic Outlook, internal 
d«w»Tid will expand 43 per cent 
in 1998 and 3.1 per cent in 1999. 
But after a welcome deterioration 
in net exports, this becomes over- 
all output growth of 2.7 p er cent 
and 2.1 per cent, respectively - 
about what the US needs at full 
emplo yment 

Demand in the European Union 
is forecast to expand only 25 per 
cent this year and 2.7 per cent in 
1999. But the EU is expected to be 
far less affected by the Asian 
external adjustment than the US. 
Its GDP is forecast to grow 2.7 
per cent this year and JL8 per 
cent in 1999, perfectly sustainable 
rates, particularly given present 
capacity imder-otfllsation. 

Suppose the market turmoil 
were also to halt - perhaps 
because the Japanese fiscal pack- 
age turned the economy round 
and fee most damaged Aslan 
economies reached economic bot- 
tom. Then, a turnaround in inves- 
tor sentiment towards Asian 
emerging markets might . arrive, 
creating a much needed and. wid- 
ening recovery. 

There is, alas, a mere pessimis- 
tic perspective, well laid out by 
•Brian Reading of -London-based 
Lombard Street Research in his 
aptly-named “Return to the 
Golden Age of International 
Financial Crises", released on 
June 4. Capital flows create cur- 
rent account deficits, says Mr 
Reading. But the deficits frighten 
investors, farce reversals in the 
flows and create financial crises. 
Where then is fee next crisis 


due? In the US is the answer. 

The OECD believes that three- 
fifths of fee adjustment to the 
Asian external adjustment 
between 1997 and 1999 will occur 
in the US alone, as the table 
shows. Suppose also that the yen 
continues to slide, that China lets 
the renmimbi fall and the Hong 
Kong peg fails. This would trig- 
ger a fresh round of devaluations 
and economic collapses. 

If so, the external adjustment 
In the US and Europe amid end 
up far bigger than is now fore- 
cast The US. with its sizeable 
initial deficit, would be in a 
worse position to cope - and the 
protectionist backlash could also 
be severe. The growing squeeze _ H 
on profits could lead to the $ 
widely expected reversal in US 
and European stock markets. 

Again the impact would be larger 
in fee US and the UK, where 
equity holdings are a bigger pro- 
portion of private wealth than on 
continental Europe. 

At present the west, in general, 
and the US, in particular, seem 
blessed even by the dire misfor- 
tunes of others. But the stability 
of this world of divided fates is 
doubtful - economically and ulti- 
mately politically. Either sus- 
tained prosperity in the west will 
help bring stability and renewed 
growth to Asia and elsewhere, or 
fee spreading crisis is all too 
likely to export instability to the 
west. Today’s western compla- 
cency could tomorrow look mereifc a 
vainglory. ™ 

Martin. Wolficr/tcam 
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LETTERS TO THE EDITOR 


Ukraine seeking membership of EU 


From Mr Baris Hudyma. 

Sir, Recently, some western 
newspapers, including the Finan- 
cial Times (“Doubts cast over 
Ukraine's fitness for WTO”, June 
1 Z), have published articles 
asserting that Ukraine is turning 
away from fee west. But in fact, 
while maintaining good economic 
ties with Russia, Ukraine's policy 
is aimed at developing a wider 
and deeper relationship wife the 
European Union. This policy was 
pursued since independence in 
1991, hut it became more persis- 
tent from I9S4 when the partner- 
ship and cooperation agreement 
(PCA) between Ukraine and EU 
was signed. 

Wife this agreement coming 
into force on March 1 Ukraine's 
striving for closer ties with 


the EU has become stronger. 

The new proof of this is the 
first Ukraine-EU Co-operation 
Council which took place In Lux- 
embourg on June 8-9. A broad 
range of issues on cooperation in 
political, economic, science and 
technology fields, as well as 
Chernobyl-related issues were 
discussed. A joint working pro- 
gramme of the PCA implementa- 
tion was approved, and it was 
agreed to create a number of sub- 
committees in certain fields in 
the framework of fee co-opera- 
tion committee. 

But the most important event 
or the meeting was the statement 
of the head of Ukrainian delega- 
tion, prime minister of Ukraine 
V. Pustovoitenko, which con- 
tained an official political appli- 


cation of the Ukrainian govern- 
ment to the European Union far 
associate membership in the EU. 
He expressed as well Ukraine's 
intention to become full-fledged 
member of fee EU In fee 
long-term. 

In the opinion of fee partici- 
pants this meeting has launched 
a new stage of bilateral relations 
and gave impetus to their farther 
development. Unfortunately, this 
event was overlooked by the FT. 

Boris Hudyma, 
representative of Ukraine to 
the EU, 

Ukraine Mission to the European 
Commission, 

7 Guimard str., 

1040 Brussels, 

Belgium 


Arrogant notion I Short cuts will translate badly 


From Mr Mike Reid. 

Sir. In an age when the old 
motto of “Leave nothing but foot- 
prints, take nothing but photo- 
graphs" is coming to be regarded 
as inadequate, the proposal to 
blast a part of Ben Cruacban. one 
of Scotland's most revered moun- 
tains. into a sculpture seems 
breathtaking in its arrogance 
(“Monumental ambition of a 
mason”, June 6-7). As usual tour- 
ism is cited as a justification, but 
it Is the natural sculptures of 
places such as Glencoe and the 
wild beauty of Glen Etive which 
draw fee tourist to Scotland’s 
landscape, not fee works of man. 

Mike Reid. 

GiDard-ReSd Software, 

123 Dorchester Avenue, 

Bexley, 

Kent DAS 3 AN, UK 


From Mr Peter Gidman. 

Sir, Corporate and other cus- 
tomers of translation and inter- 
preting services have tradition- 
ally viewed the suppliers of these 
particular needs in the same way 
they buy tailor-made clothes and 
order expensive business 
lunches. Recent articles in the FT 
devoted to short-cut methodg of 
translation ("Persistence trans- 
lates into success". June 8). writ- 
ten or verbal, only show that 
there is no hurrying quality and 
that short cuts and budgetary 
restrictions are detrimental to 
fee real needs customers have. 

“The meat is willing but the 
spirits are weak” translations 
provided by machine-aided trans- 
lation only take customers fur- 
ther from their goals than poorly 
or even un-edited hack writing 
does. Savile Bow suits are not 


available for the price of an off- 
the-peg chain store special offer, 
and anything that requires care- 
ful manufacture by band, as well 
as quality thought, must take 
time as well as money. 

The promises of automatic 
translation will only come true In 
fee world of Star Trek, which 
might be a lesson to all who need 
language services. The next time 
you need something translated, 
just beam it up. but remember 
that two to three thousand words 
a day is good productivity and 
experienced language profession- 
als currently earn around 
$100,000 annually. 

Peter Gidman, 

Vox et Lingua, 

Tnlnstraat 155, 

NL 1015 PB Amsterdam, 

fee Nethe rl an d s 


Offside view of 
UK football 

From Mr David G. Bland. 

Sir, lan Hamilton, in his 
Weekend FT article “Many & slip 
twixt Cup and lip" {June 6-7), 
demonstrates again fee anglocen- 
tric view of British soccer that 
continues to be commonplace 
among writers south of fee 
border. He is certainly very 
mistaken in bis belief that Brit- 
ish teams, rather than English, 
were banned post-Hillsborough 
and feat British, rather than 
English, hordes sport bulldog 
T-shirts. 

Js it too much to ask that a 
factual and balanced view be 
presented? I wonder, did Ian 
watch the opening game or does 
fee World Cup not start until 
Britain plays Tunisia? 

David G. Bland, 

109 Rannoch Drive, 

Bearsden, 

Glasgow G61 2BQ. Scotland 

Bizarre choice 
for Eurostar 

From Mr Simon Watts. 

Sr, Is it so long after fee dirty 
tricks campaign for the govern- 
ment to allow British Airways to 
manage the Eurostar train ser-. 
▼ice ("Rapid rail link to France is 
given go-ahead", June 4)? 

I thought that the whole idea of 
Eurostar was to provide travel- 
lers wife additional choice to 
compete against British Airways! 
Bizarre Indeed. 

Simon Wallis, 

94 Plover Way, 

London SE16 ITT, UK 
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Pitiful nges ore Just the start of a seafarer's problem. 
N«t ships are perfectly wTl run. But once at sea, 
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COMMENT & ANALYSIS 


W ithin a matter 
ol days, two 
separate 
strikes at com- 
ponents factories in Flint, 
Michigan, could bring most 
of General Motors’ North 
American operations to a 
halt. This is bad enough, and 
it could hardly have come at 
a worse time for the world's 
biggest auto manufacturer. 
In the next few weeks, GM is 
due to start switching pro- 
duction to 1989 versions of 
Mggest-seUing product 
line, the Silverado and 
Sierra pick-up trucks-- It ' 

needed the launch to go 
smoothly. 

After a long period of 
decline. General Motors' 
share of the US auto market ■ 
has picked up in the past 
month or so - but at the cost 
of big price discounts. Out- 
side the US, it is planning 
strategic moves in Asia. To 
add to its worries. GM 
announced last week that 
Harry Pearce, vice chairman 
and a man widely tipped for 
the top job, had been diag- 
nosed with leukaemia. 

In the circumstances. Jack 
Smith, the chairman and 
chief executive, seems unruf- 
fled. Sitting in his airy office 
this week at the top of 
Detroit's Renaissance 
~ a marked contrast to the 
gloomy 14th floor o£ the Gen- 
eral Motors’ building that 
used to be the heart of the 
empire - he agrees that the 
company has suffered more 
than its share of trouble 
with labour unions in recent 
years. 


MAN IN THE NEWS JACK SMITH 


The shy survivor 

Richard Lambert profiles the unruffled chief of General Motors 
whose mantra is ‘think fast and think lean’ 


"We are not as competitive 
in our manufacturing base 

.bare as our competitors, and 
we heed to get there," he 
says. That has caused con- 
flict'' Moreover, GM still has 
a huge components opera- 
tion left over from the days 
'when, vertical integration 
was considered a good thing. 
“That business is increas- 
ingly competitive, and 
requires utmost dedication 
to reduced costs." 

Mr Smith's challenge 
reflects the extraordinary 
dynamics of the US economy 
today. In a period of sus- 
tained non-inflatlonary 
growth, old-style manufac- 
turers such as General 
Motors face a series of gut- 
wrenching chang es. 

In spite of enormous pro- 
ductivity gains and tens of 
thousands of job losses in 
the past six years, the com- 
pany is still struggling to 
squeeze out costs. This 
year’s target is a $4bn cost 
cut and further reductions 
will be necessary as far 
ahead as. the eye can. see. 

“We-' don’t give price 
increases to our suppliers, 
and the market won't take 
price increases from us.” Mr 


Smith says. “Since you are 
not going to get it in price, 
you have got to keep squeez- 
ing costs.” 

The pressure Is relentless, 
both from low-cost imports 
and on the home front, par- 
ticularly from Ford. Jacques 
Nasser, its president, has 
driven through product-line 
changes and profit-driven 
innovation at a fearsome 
rate. Ford’s profits per 
vehicle were already sub- 
stantially higher fh«w GM'b, 
and the gap is widening - 
which gives it a real edge 
when there’ is so much price 
competition in the sales- 
room. 

In response, ,GM Is speed- 
ing up its product develop- 
ment processes, and the 
number one focus in all its 
operations is to develop com- 
mon systems, common 
vehicle platforms and com- 
mon parts. But the compete 
ticm is moving just as fast, 
often from a more competi- 
tive base. And at this stage 
of the economic cycle - with 
low unemployment and a 
more confident workforce - 
productivity gains must be 
getting harder to achieve. 

AH this helps to explain 


Mr Smith’s mantra, repeated 
in one form or another 
throughout our conversa- 
tion: “We have to think fast, 
and we have to think lean." 

' Thintrittglopp is what he 
has been doing for at least 
the last dozen years. A life- 
long GM worker - he started 
as a payroll clerk near his 
home town of Worcester, 
Massachusetts - Mr Smith 
shot to prominence in the 
late 1980s when he helped 
turn round GM*s ailing Euro- 
pean business and then took 
on all its -international 
operations. 

In 1992, when the whole 
company was tottering 
towards financial disaster, 
his predecessor and most of 
bis team were pushed out in 
what was then an unprece- 
dented boardroom coup. Mr 
Smith - the insider with an 
outsider !s experience - 
emerged as the survivor; and 
with the top job. 

Given background, he 
~ls not what you might 
expect Unlike some of his 
predecessors, Mr Smith Is no 
dictator. His style is low key. 
friendly and consensual. 
Some of his closest col- 
leagues have been with him 


for years. Nor is he one of 
those industrialists who Is 
always featuring on the 
cover cf business magazines 

He is said to be uncomfort- 
able as a public speaker. 
Carved on a stone in his 
room are the words of a Chi- 
nese philosopher which end: 
“Of a good leader who talks 
little, when his work is done 
and his aim fulfilled, [people] 
will say, 'We did it our- 
selves’." 

Now aged 60. Mr Smith 
faces strategic choices at 
least as important as any in 
bis career. The profits recov- 
ery of the past few years has 
built a strong balance sheet 
- "It’s fabulous,” he says, 
which ra rams the company 
can afford to take a tough 
line with its labour unions. 

It also means GM is in a 
position to react to the big 
changes starting to ripple 
through the structure of the 
world’s auto industry. Mr 
Smith admits that he was 
surprised by the Daimler- 
Chrysler deal last month. He 
had assumed that Chrysler 
itself was looking to bid for 
something. Now the deal is 
done, he believes it will force 
car makers around the world 


to consider the need to be 
globaL 

For GM this means Asia, 
where, according to Mr 
Smith, the crisis has thrown 
up opportunities. “We* 
always thought we would 
have to build our way into 
Asia, and we started along 
that route. Now, it seems 
perhaps there is an opportu- 
nity to consider, partnerships 
or acquisitions - to do some- 
thing quicker than we had 
thought, and in all the mar- 
kets of Asia. Japan. Korea, 
you name ft," 

The company is deep into 
delicate discussions with 
Daewoo of Korea. And Mr 
Smith appears to be th hiking 
deep thoughts about Japan, 
where he stresses that the 
focus will be on working 
closely with GM*s existing 
associates, Isuzu and Suzuki 

In six years this could look 
a very different company, 
with a much bigger presence 
in east Asia and vastly more 
efficient manufacturing 
systems. By around 2004, 
Smith says, most of its 
vehicles will be coming off a 
small number of common 
platforms. “This will mean a 
substantial reduction in the 
engineering and testing 
effort, and the ability to 
drive lower costs with pur- 
chased components. Some of 
these platforms will run 2m 
units - the volumes are 
huge. And that’s where the 
big savings are generated." 

But as this week’s events 
in Michigan show, getting 
from here to there is going 
to be a hard slog. 
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Behind Kosovan lines 

Guy Dinmore gauges opinion in an area controlled by the radical 
Kosovo Liberation Army. He finds preparations for war, not peace 


S eparatist rebels of 
the Kosovo Libera- 
tion Army patrol the 
streets of Malisevo, a 
small town in the ethnic- Al- 
banian province of Serbia. 
As darkness falls over Kos- 
ovo’s rolling farmland, the 
steady thud of Serb shells 
echoes from the Cursed 
Mountains Albanian border. 

The nightly bombardment 
of border villages in Serbia's 
southern province has trig- 
gered the exodus of tens of 
thousands of ethnic Alba- 
nian refugees towards Malis- 
evo, 

As a result, its KLA com- 
manders fear that the small 
market town, a hub far sup- 
plies 1 to surrounding villages, 
/wlU'be the Serbs' iiext tar- 
get, 'All depends. local politi- 
cises ray, on how far Slobo- 
dan Milosevic, the federal 
Yugoslav president, pushes 
hid game of brinkmanship ' 
and whether Nato is really : 
willing to get sucked into 
another messy Balkan war. . . 

: Some KLA fighters wear 
camouflage fatigues and ’ 
carry automatic weapons; 
others are in jeans and 
armed with rifles of second 
world war vintage. The 
name of their commander is - 
a secret They check papers 
of visiting reporters and 
refuse to speak. A night-time 
curfew is enforced. Trucks 
trundle into Malisevo carry- 
ing food supplies for tractors 
to take south next day along 
what is known as the Ho Chi 
Mirth trail of Vietnam fame. 

Hemmed in by fields of 
wheat and corn where fann- 
ers still tend their dry-stone 
walls, Malisevo has an air of 
normality. Shops are well 
stocked, locals gather in bars 
to watch World Cup football 
matches (between interrup- 
tions in the power supply), 
and children yesterday cele- 
brated the start of summer 
holidays with a dip in an 
open-air pool. 

But just six miles to the 
north. Serbian police forces 
are massing in the town of 
Kiievo. Old T-55 tanks of the 
federal Yugoslav army have 
dug in nearby along the 
main north-south highway 
linking Pristina, the provin- . 
dal capital, to military bases 
along the border. 

The poorly trained and 
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thorite: cdhifc Albanians fleeing the fighting tn Kosovo 


equipped KLA has'taken a 
battering in the .south. Deo- 
ane (population 20,000) is 
now a ruined ghost town; as 
are nearby hamlets. The 
army and police sense vic- 
tory. Looting of cars and 
h ous ehold goods m akes up 
for miserable wages of about 
$100 a month. 

But for the moment, locals 
say, there appears to.be a 
tacit agreement between the 
two sides - the KLA leaves 
alone the north-south high- 
way and in return Malisevo 
remains a haven for refugees 
fleeing from the Decane 
area. 

International aid agencies 
estimate that more .than 
60.000' ethnic Albanians have 
been driven from their 
homes, including more than 
11,000 who crossed into 
Albania- But in one village 
alone close to Malisevo, local 
people said they were, shel- 
tering SOO refugees,, 
uncounted and tmbelped by 
any foreign organisation. 

In Mahsevo and the sur- 
rounding: region of 55,000 
people, ft is clear that Ibra- 
him Kugova, political leader 
Of Kosovo's ethnic Albanian 
majority, has lost his author. 

ity. “The KLA has put this 
region under its protection," 


.says Cen Desku, a local 
leader of Mr Rogova’s Demo- 
cratic League of Kosovo 
(LDK). 

Mr Rogova, elected “presi- 
dent" of the self-declared 
Republic of Kosovo in 1991, 
is committed to a peaceful 
policy of passive resistance 
to the Serbian regime. He 
has refused even to acknowl- 
edge the existence of the 
Kosovo Liberation Army. 
But in Malisevo, local LDK 
politicians such as Mr Desku 
have had to recognise what 
Is obvious. 

“Dr Rugova cannot stop 
this process of radical- 
isation. This is a crucial 
moment for the interna- 
tional community to help 
him find a solution," 
explains Mr Desku. Moderate 
politicians from the ranks of 
the r -UK have joined the reb- 
els. One has become its first 
spokesman. 

On the wall of Mir Desku's 
modest living room hang 
two portraits - one of Mr 
Rugova and the other of 
Adem Jashari, a dan leader 
and KLA commander who 
was killed by Serbian special 
police note in his village in 
March along with some 20 
members of his family. 

Jashari has entered the 


pantheon of Albanian mar- 
tyrs. “We tell the children 
how Adem Jashari died pro- 
tecting his village," says one 
teacher, too afraid to give 

hta njrmo 

“We respect Rugova as our 
president,” one villager says, 
appealing for international 
aid for refugees sheltering In 
his house. “But Adem Jas- 
hari is more popular here." 

The cycle cf bloodletting 
and vengeance is reflected 
on both sides at the ethnic 
divide. 

Serbian military com- 
manders giving foreign 
reporters a tour of the ruins 
of Decane made no apology 
for the extent of the destruc- 
tion, and accused KLA “ter- 
rorists” of destroying the 
bouses they were firing 
from. 

David Gajic, Kosovo’s 
security chief, says Alba- 
nians fighting on the side of 
the Germans in the second 
world war had “killed 40,000 
Serbs in one night alone. It’s 
very useful far you to get 
acquainted with why there 
is such a low number of 
Serbs here these days." 

Western envoys are seek- 
ing to restart peace talks 
broken off by the Kosovo 
Albanian side. They appear 
to be banking on Mr Rugova 
being able to defivear a politi- 
cal settlement that would 
give Kosovo autonomy, in 
spite of his avowed commit- 
ment to foil independence. 

But ethnic Albanians 
insist they will not be left 
alone as a Serbian append- 
age: too much blood has 
already been spilt far that 


S mall victories often 
herald bigger 
changes. 

Is the climbdown 
by striking Air France pilots 
this week one of those cases? 
For the first time anyone 
can remember, industrial 
action in a strategic, state- 
controlled enterprise has 
foiled to hold the govern- 
ment to ransom. After stick- 
ing to their guns for nine 
days, the pilots at Air 
France made an abrupt 
about-turn on Wednesday, 
accepting a compromise that 
had been on the table since 
the previous week. 

The pilots* stony silence 
since they initialled the deal 
merely underlines their 
embarrassment; they know 
they badly mishandled the 
dispute. “They never 
thought the government 
would stand firmly behind 
the Air France management, 
especially as we had a Com- 
munist transport minister," 
observed an adviser to the 
Jospin government. “The 
pilots were also arrogant 
about public opinion, which 
saw them as people with 
privileged pay packets pre- 
pared to spoil the World Cup 
for their selfish interests." 

The strikers certainly mis- 
judged their stranglehold on 
air transport. Even on 
domestic routes, deregu- 
lation has ensured Air. 
France is no longer a monop- 
oly carrier. This time not 
only were other domestic 
and foreign airlines able to 
take on the extra load, but 
many passengers alBO 
switched to the highly effi- 
cient network of TGV fast 
trains, which put on extra 
services. 

Air France is no longer 
shielded from competitive 
pressures. Having only 
recently overcome a chal- 
lenge from Brussels for 
injecting FFrzOtm (£2bn) of 
public funds to refloat the 
airline, the airline has to 
finance its ambitions devel- 
opment plan on Its own. It 
can only help itself by cut- 
ting costs, and selling off an 
initial 20 per cent to outside 
investors. At least some 
among the six pilots' tmlnns 
are beginning to realise that 
industrial action not only 
damages the airline, but also 
puts their own jobs at risk, 
as weD as those of the rest of 
the wo r kfo r ce. 

These circumstances make 
the Air France dispute 
rather special. The pilots 
have much less muscle cow 
than the train drivers and 
workers on the SNCF state 


Pilot error 
in France 

Robert Graham says that Lionel Jospin's 
victory in the Air France dispute could 
mark a turning point in industrial relations 


railways - responsible for a 
fifth of all the hours lost 
through strikes in France. In 
1995, the SNCF workforce 
successfully resisted plans 
for restructuring and the 
curbing of pension privi- 
leges. Another confrontation 
is brewing, hut the main 
railway unions were smart 
enough to announce - in 
self-righteous tone - that 
they would refrain from 
action during the World 
Cup. 

Neither have workers at 
EDF, the 9tate electricity 
monopoly, been cowed. Led 
by 1,800 fuB-ttine union offi- 
cials (paid by ihe company), 
they have been protesting at 
“threats to the public ser- 
vice" - thinly disguised jar- 
gon for fears that jobs will 
be lost from next year's 
European deregulation of 
the energy business. 

Other signs of unrest came 
with a 24-hour walkout by 
some provincial train drivers 
and a six-week strike at 
naval dockyards protesting 
at the first attempt to con- 
tract out repair work. 

But two things suggest the 
denouement at Air France 
will have a knock-on effect 
in the public sector, first, it 
has shown quite clearly that, 
in a country where strikes 
tend to be ignored, tolerated 
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or supported by public opin- 
ion. popular sentiment can 
turn against strikers. Sec- 
ond, by coming out on top, 
Lionel Jospin may have 
gained a psychological 
advantage in handling 
future - tougher - battles. 
These will include an 
impending shake-down in 
the defence industry and a 
dash with formers over the 
reduction of subsidies under 
reform of the Common Agri- 
cultural Policy. 

After exactly a year in 
office, Mr Jospin is proving a 
canny tactician and an 
astute politician. His tech- 
nique in dealing with the 
pilots showed remarkable 
similarities with how he 
handled striking truckers 
last winter. In both cases the 
strikes were allowed to pro- 
ceed. with protestors letting 
off steam and the govern- 
ment taking a back seat 
while gauging the level of 
popular support. The govern- 
ment was represented by 
Jean-Claude Gayssot. the 
Communist transport minis- 
ter, while Mr Jospin stayed 
in the background, orches- 
trating events. 

Ibis might have appeared 
like inaction. But Mr Jospin 
is haunted by the experience 
of the two previous govern- 
ments, which came unstuck 
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by ignoring the degree of 
public backing for striking 
truckers and railway work- 
ers. With the pilots, he only 
moved after six days; and 
then indirectly by meeting 
Jean -Cyril Spinetta. the Air 
France head, and afterwards 
by stating that the future of 
Air France was more impor- 
tant than the country's 
image during the World Cup. 
The message was clear. The 
government would not toler- 
ate concessions that under- 
mined the airline's future. 
With Mr Jospin’s approval 
ratings standing at a high of 
60 per cent, it was only a 
question of time before the 
pilots caved in. 

W hile the pilots* 
strike has 
grabbed the 
headlines, Mr 
Jospin has proved equally 
deft in dealing with an even 
more sensitive issue. France 
has long been under pres- 
sure from Brussels to end Its 
practice of - controlling a 
range of bank savings rates. 
Last weekend, the govern- 
ment said ft would begin by 
catting interest rates on 
three savings schemes 
including one (the Livret A) 
held by 47m people, more 
than all adult Frenchmen. 

Cutting the return on the 
Livret A is as politically 
explosive as mortgage 
increases in the UK. Interest 
rates have only been altered 
twice In the past 12 years, 
each time provoking consid- 
erable protest But in a fine 
touch, Mr Jospin left the 
announcement to a Commu- 
nist minister: the implicit 
message was that, if the 
Communists were behind 
the decision, it must be okay 
for the underprivfleged. 

Although the government 
feared an outburst, the only 
real challeng e came in par- 
liament from deputies 
demanding why ordinary 
people should lose oat when 
the stock market was boom- 
ing. But they were quickly 
silenced by a no-nonsense 
comment from Dominique 
Strauss- Kahn, finance minis- 
ter “It’s no scandal if the 
stock market does well." 

Albeit slowly, France is 
beginning to change. And Mr 
Jospin is succeeding where 
his predecessors have stum- 
bled. He is the first to admit, 
as he prepares for a testing 
visit to Washington next 
week, that some of the 
changes coming France's 
way will be painful But he 
has acquired the stature to 
handle ft. 
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T his weekend Goldman 
Sachs, one of tko 
world's great invest- 
ment banks, is debating 
whether to abandon 130 years of 
partnership and become a public 
iompany. U It does, it 
he end of an era on WaU Street 
Goldman Is the only one of the 
Street’s great partn^^J® 
tave survived into toe modem 
Ea of financial services cot 

riomerates. Salomon Brothers 

became a public comply ® 
1981. when it was bought by Pbi- 
Ipp Brothers. Morgan Sraj 1 *? 
tested on the stock^kjt to 
orb. Both are now parts of big 
inanctel servicesgroops,re^ec- 
ively Travelers Group and Mor- 
an Stanley Dean Witter. 

Thfe has more than just te»- 
tess consequences. The bonds 

Je stronger tlum the flnamfel 
thSt*. up the* ropiW. 
iecuw you dunt get ajl yom 
none? at the end of the year, it s 
11 for one and one for all," say 8 
!l former Salomon employee, who 


Wall Street’s disappearing tribes 

Tracy Corrigan considers the wider implications of the debate about whether Goldman Sachs should go public 


still a partnership. “That 
changed" after the company 
became public. 

One Goldman partner who 
opposes the move for a flotation 
goes farther “Goldman isn’t jnst 
a job. it tent just a Ann. It’s my 
life.” . 

The impact of the shift to pub- 
lic 'companies has been to erode 
the almost tribal differences 
between companies, making 
them more like one another. 
“They are all becoming more 
1ft* commercial banks," says 
Raphael Softer, financial services 

analyst at Brown Brothers Barri- 

pmp- “They are much more insti- 
tutionalised [than In the past] 
with big balance sheets, large 
staff, and lots of controls.” - 

Even Goldman Is no longer the 
cosy place it once was, now 
involving a global wm^ree af 
11,000 full-time staff and 190 


parters. When Salomon, them the 
largest private investment bank, 
became public in 196X, it had 
just 62 general partners. 

This process has gradually dis- 
solved the old tribes of Wall 
. Street by eroding the strong eth- 
nic. identity these firms once 
had. Traditionally, for example. 
Moral Lynch was Irish. Though 
its personnel is now multina- 
tional^ the remnants of that 
Irish-American identity still 
occasionally peek through the 
institution's facade. When Dan 
Tolly retired a* chairman in 

April 1997, they sang Danny Bov 
at the annual general meeting. 
The current chairman, David 
Knmansky, Is half Irish - and 
half Jewish (no one has come 
UP With a theme , song for him 
yet). 

Originally, Goldman Sachs 
was not jnst Jewish hot specifi- 


cally Germ an-Je wish, as was 
Kahn Loeb, which became part 
of Lehman Brothers. Morgan 
Stanley used to be staffed by 
Wasps - White Anglo-Saxon 
Protestants. So was JJP. Morgan. 
This unofficial tribal system has 
gradually been eroded, partly as 


'Goldman isn't just a 
job, it isn't just a 
firm. It's my life,' 
says one partner 


a restilt of “the growing interna- 
tionalisation of the basin ess", 
believes Mr Softer. Starting in 
the 1970s but mainly in the 
1990s, Wall Street firms expan- 
ded first into Europe and then 


into Asia, and became global 
businesses operating in global 
markets. 

The old tribalism of Wall 
Street firms reflected New York’s 
wider immigrant culture, ele- 
ments of which persist all over 
the city. The lower East Side 
may no longer be a Jewish 
enclave, nor Hell's Kitchen an 
Irish stronghold, but (here is 
still a sense of ethnic loyalty, 
manifested at the big annual 
parades on Fifth Avenue held by 
every ethnic group from the 
Puerto Ricans to the Greeks, The 
New York Police Department 
mid Che fire service, where jobs 
were once seen as the birthright 
of Irish- Americans, have become 
multicultural - but there are 
still lots of Irish names on 
the badges of Manhattan's beat 
cops. 

But as America and the Big 


Apple go. so goes Wall Street- A 
shift to public status at Goldman 
Sachs would merely hasten the 
rapid cultural changes that are 
already well under way there. 
While some at Goldman argue 
that the distinctiveness of the 
firm is strong enough to survive 
the pressures of public owner- 
ship, many argue that change Is 
inevitable. 

“It has to change," argues Mr 
Softer. “There are all sorts of 
public disclosures that are 
required of a public co m p a ny. A 
private firm is free to make 
long-term decisions” without 
worrying about short-term per- 
formance. 

Furthermore, many people 
believe that kudos and the finan- 
cial rewards of a Goldman part- 
nership — not religion — have 
been the key to attracting the 
best people tn the business to 


work for the firm. By allowinj 
partners to take oat their mane 
at a multiple of its current vain* 
a flotation would inevitably m 
ate a new cultural phenomena 

- ex-Goldman partners who hav 
taken their money and run. 

This was certainly the expel 
enee at Salomon and Morgan 
Stanley. For example, Bloomberg 
Business News, the ftnanciq 
information company run b 
Michael Bloomberg, might D q 
exist if Salomon had not sob 
itself to Philipp Brothers in 198] 
Bloomberg was fired shorth 
after, but took with him man 
than S10m which he invested h 
his own company. 

For all the discussions about 
Strategy at the Goldman meet 
tog, at least one partner remain 
sceptical about the real motive 
thm for a flotation. He wishes 
he says, that those in favour 0 
flotation would come dean am 
admit they just want the money 
After all is said and done, if. 
stfll money that makes the work 

- and especially Wall Street - w 

round. s 
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WEEK IN THE MARKETS 

By Paul Softnan 


Crude oil dropped below $13 
a barrel this week as the 
market remained concerned 
about the glut in world sup- 
plies 

The benchmark contract 
hit its lowest since March, 
when members of the Organ- 
isation of Petroleum Export- 
ing Countries and other pro- 
ducers agreed in Riyadh to 
cut 1.5m barrels from daily 
output 

As the price turned lower 
this week, efforts by Saudi 
Arabia to negotiate cuts of 
an additional 450,000 barrels 
made no impact on market 
sentiment. Oil is now $6 
below its average price this 
time last year. 

“We can hardly believe 
this market” an Opec offi- 
cial told Reuters yesterday. 
“Everybody thought the cuts 
would do the trick." 

The consensus is that 
promises of production cuts 
are malting at best, a tiny 
dent in long-term supplies. 
Analysts also questioned 
whether some non-Opec 
members aie honouring 
their commitments. 

In late trading on Lon- 
don’s International Petro- 
leum Exchange yesterday. 
Brent crude for July delivery 
stood at $13.02 - higher than 
Thursday’s close of $12.87 
but still well below its price 
of $14.60 at the end of last 
week. 

Gold also had a bad week. 
The precious metal fell 
sharply on Tuesday after 
Wim Duisenberg. president 
of the European Central 
Bank, said it was likely to 
represent 10-15 per cent of 
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the bank's reserves. 

Yesterday afternoon, gold 
“fixed" at $288.15 an ounce 
in London, barely above the 
morning fix of $288.10. It was 
$299 before the ECB 
announcement 

The London Metal 
Exchange said yesterday it 
had imposed a £200,000 fine 
on Albatros Warehousing of 
Rotterdam because of an 
incident last November 
when Albatros put on war- 
rant two shipments of tin 
which was outside LME 
specifications. 

The tin - more than 1,000 
tonnes - was discovered to 
be undeliverable and the 
warrants had to be can- 
celled. This had an immedi- 
ate effect an the market, for- 
cing it into backwardation 
almost at once. David King. 
LME chief executive, said 
the fine showed the 
exchange's resolve. 
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WORLD BOND PRICES 


Bullish Europe pauses for breath 
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GOVERNMENT BONDS 


By Jeremy Grant in London and 
John Labats n New York 


European bond markets 
closed mixed yesterday, 
pausing after a week of 
strong gains. But analysts 
said there was plenty of life 
left in a bull market that has 
sent some bond futures to 
record highs. 

US TREASURY prices 
moved higher by early after- 


noon, as US stocks sold off 
on Asian concerns and after 
the release of new producer 
prices data. 

The benchmark 30-year 
bond was £ higher at 106%, 
sending the yield lower to 
5.643 per cent. Among short- 
er-term issues the two-year 
note rose A to 100&, yielding 
5.414 per cent, while the 10- 
year note gained & to 101%, 
yielding S.410 per cent 

The producer price index 
for May rose 02 per cent 


The Commerce Department 
reported that US business 
inventories increased in 
April by 0.2 per cent 

UK GILT futures closed 
mostly unchanged, rebound- 
ing after early profit-taking 
and starting to focus on next 
week’s earnings data. 

The 30-year long gilt 
traded at & yield below its 
German bond counterpart 
on lack of liquidity and can- 
cellation of one of the long 
auctions for this fiscal year. 


The gflt spread over bunds 
came in one point to 9L 

The September 10-year 
futures contract settled at 
110-54, down 0.03 from the 
previous close. 

GERMAN BUND futures 
started higher on the back of 
a rally in US Treasuries but 
closed slightly lower cm prof- 
it-taking and an erosion of 
dollar gains. The September 
10-year contract in Frankfort 
settled at 10839, after, 10&33 
on Thursday. 
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CURRENCIES & MONEY 


Yen struggles 


Jj» ■**« Dombey 

The official arrival of a 

JJSJf® Japan wrestled 
wim the looming weekend in 
the battle for foreign 
exchange .traders’ attention 
yesterday. 

As a rush to take profits 
accelerated towards the ' end 
of trading hours in Europe 
the yen slightly recovered 
from the level it touched ear- 
lier m the day of Y 144.72 to 
the dollar - its lowest point 

since August 1990 . 

Nevertheless, at Y 144 JJ to 
the dollar, compared with 
Y 139.6 a week before, the 
Japanese currency showed 
the scars left by recent bad 
economic news. 

"I don't think there is an 
upper limit on where the dol- 
lar can go against the yen in 
the present environment, as 
the [Japanese] economic 
news is going to continue to 
worsen through to the burn- 
ing of the third quarter,” 
said Karen Parker, currency 


FOUND SPOT FORWARD AGAINST THE POUND 


for the Japanese currency, 
was largely unmoved by a 
0.2 per cent rise in US pro- 
ducer prices for May, rather 
strategist at Chase Manhat- higher than expected, 
tan .bank in 'New York: Earlier , in the day, the 

Tfcmk of Japan's nine-mem- 
TechnicaDy, an economy her policy hoard decided, by 


Dotor 

(Martins) 
132 — -i- 


is in recession, if it contracts 
for two successive quarters- 
That is what has happened 
to Japan, for the first time in 
twenty-fbur' years. 

During- the first quarter 
Japan’s gross domestic prod- 
uct teO by L 3 per cent, com- 
pared with the final quarter 
of last year. On an annual- 
ised basis, the country’s 
economy would contract by 

■ POUND IN NEW YORK 
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5.3 per cent - a much worse 
figure than had been expec- 
ted by the markets. 
Although the figures were 
released after Tokyo's equity 
market dosed, there was 
still time for the yen to be 
punished on Asian markets. 

Trading in New York, 
which kept up the battering 
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a divided vote, to leave inter- 
est rates TmnharipaH 
Brian Marber, an indepen- 
dent technical analyst in 
London, said that since the 
yen’s 1990 low of Y 160 to the 
dollar was only a staging 
post on its descent from, 
much higher levels, the cur- 
rency may eventually have 
further to fall 
Mr Marber said that he 
was telling clients to take 
profits at around Y 117 . 5 - "If 
the market deddes-to take a 
breather at that level, it will 
take a breather,” he said. 

■ 'the D-Mark, which during 
the week suffered from the 
general rush the dollar, 
had a less difficult day. It 
end ed European trading at 
DM 2344 to the pound, only 
marginally weaker than the 
day before. However, during 
London trading, sterling hit 
a five-week high of DM 2 -& 54 . 
The D-Mark was unchanged 
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against the dollar. 

"Ihe doEar is probably not 
going to march much higber 
than these levels,” said Ms 
Parker. "A lot of Investors 
are fairly bullish on Europe 
are when the dust settles 
[from Asia] there may still 
be a stronger move in to the 
region because of its growth 
prospects.” 

However, one London- 
based fund manager said 
sterling could still benefit 
from the recent, unexpected 
0-25 percentage point rise in 
interest rates, as well as 
from the implications of the 
increase in public spending 
set out by Gordon Brown, 

the UK Chancellor. 

“In recent weeks, sterling 
got pretty oversold.” he said. 
“The market perception Is 
also that Germany might 
really stretch fhitigw out 
before they Increase their 
repo rata" 

■ The South African rand 
hit a low of R 5.30 against the 
dollar, after the central bank 
cut its repo rate by 50 basis 
points to 17 per cent The 
rate cut is aimed at bringing 
some life to the country’s 
sluggish economy. 
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FINANCIAL TIMES WEEKEND JUNE 13 /JUNE 14 199 S 


UNIT TRUSTS 


WDMSiS AND LGSBiS 


TOP RVE0VGR1 YEAR: 

Exeter Capital Growth 

1,725 

Save & Prosper Koiaa 
iooo n_ ^ 

TOP RVE OVBT 3 yEARS: 
tavern) European Growtti 

2.756 

Royal London European Gro*Jth 

1^34 

W\ 

ttatWes: UK Smafiar Cos 

2594 

fnvroco Eisopean Growtti 

1597 

800 *\ 

taceaco European Sma9 Cos 

2583 

Baring Gennai Growth 

1596 

lktatewflaBteMawi 2556 

CF Odey European Acc 

1582 

600 L 

400 — 

Jotaison Fry Stater fttarth 

2517 

BOTTOM FWE OVBH YEAR: 

KS3C Singapore & MaJaysfcm Kh 308 

BOTTOM FNE OVBt 3 YEARS: 
Old BUual Thailand Aoc' - 

147 

Schroder Sort 

328 

SaraS Prosper Korea 

239 

Fktefify ASEAN 

330 

V 

SdirodaSeati 

248 

SaveS Prosper Korea 

346 



WeKy ASEAN 

289 

ffld Mutual ThaBand Acc 

362 

jun 1997 S3 At 

Bartig Korea 

298 


TftreattoeettieEaniSefCTAccR TOPRVEOWiSYBBa OH 

soao ‘ — taresaj&Miwn Grown 357s ssoo 

Strfeaar? European Set Oppa 3 J 02 

2500 J. Baring BrapeSaied 3772 2000 

f tmnoEmpemi ansi (tea 3706 

3000 /_ UnadoeadeEtnSMGttaA 3^88 noo 


Mad 


BOTTOM TWECY® 5 TEARS: _ 
Saw a Prosper Kora* 183 

OWitewnnniiiOJte .337 
Schroder Japan SaaB CtrtAce 357 
HemtanooJafwi Smalm Coe -.378 
HUy Japan Smaler Oft 380 



TOP RVE OVER 10 YEARS: BU 

F 8 CU 5 SR«IC<n*«fe> 8462 MOB 
MS— IBairOrt 8.183 «nd 
MNorti tarries GtOMB) 8438 noo 
Fra n tifagtan RnmtW ■ 7 J 2 SZ ^ 

t|_ i.. Thrl^iliiM ft OAR 

JWDMn none iBOWMuyj mru) 

• AM 

aorrom wewer 10 yaws. 

BvcbgxJapnilnc ' 385 “ 

maaoRMc, 440 - aobo 

ButagJteKnSunrtar 484 / ■ a*. 




;£ . 


HendeouuJramStNlarCn .477 
ta n aco Japan &owtft ■ •" 526 . 


1088 00 02 M 06 . 


TaM t» th orn n» rrsue flf tansdag £ 1.000 om HttfaraB Ba* pertaft. Irntt aw c— I an ^jm r mr f wiu i rw Wa ste d put pnto ren a t» oat » yiteta w t uhn p wfmuw c*. 


i{Tdntsssinrv 


Average lift Trust 
Aeraga knes&mrrf Trust. 
Baft 

EUUng Society 
Sxtaatet FISE ffrSbae 
Waibn 


■ UK Growth 

Johnson Fry Stater &uwth 
OM Hartley &wth 
BtetBr Capital Ownrth 
Standard Ufa UK Eq Growth Me 
River & MorantSe 1 st Growth 
SECTOR AVERAGE 


■ UK Growth & Income 

Fleming Select UK Income 
Laurence Keoi income & GrcwUi 
HSBC Footsie Find 
Bntanfc UK Banra! to 
Rdeity MoneytuUer ftowth 
SECTOR AVBIAGE 


■ UK Smaller Companies 

NatWest UK Smftler Cos 1 ST 

Laurence Keen Smaftar Coa 133 

Gartmore UK Smaller Companies 13 C 

SmMh & WBamson Small Secs 12 * 

Sctader Smaler Companies inc 131 

SECTOR AVERAGE 123 


■ UK Equity Income 

Jupiter income 
BWO UK Equity tecome 
Newton Higher income 
GT Income 
Fidefity Income Hus 
SECTOR AVBIAGE 


■ UK Equity & Bond Income 

HSBC High income 1241 

GU PPT High Yiokl 12(8 

Aberdeen PraKc Ext Income 1218 

ErflnDurgti UK income 1240 

OS IK income 1258 

SECTOR AVERAGE 1188 


1456 

1771 

3061 

35 

23 

1611 

2180 

3899 

49 

44 

1119 

1202 

1782 

fifl 

5 J 

1112 

WIP 

1779 

OS 

54 

1905 

2367 

4174 

27 

28 

1091 

1158 

1525 

04 

-• 

3 

5 

10 

ftttter YHK 

2617 

2962 

5350 

2 JB 

1.4 

2352 

2649 

2945 

29 

10 

2293 

3205 

- 

44 

- 

2236 

2582 

4890 

29 

0.7 

2170 

2685 

- 

29 

02 

1741 

2102 

3134 

28 

14 

2005 

2503 

3516 

27 

25 

1902 

2178 

- 

2 fi 

28 

1900 

2179 

- 

21 

14 

1881 

2155 

3054 

28 

23 

1858 

- 

- 

27 

28 

1899 

2053 

nw 

27 

21 

2694 



24 

12 

2372 

- 

- 

22 

1.1 

2343 

2970 

3195 

23 

1.0 

2165 

2597 

4124 

£5 

- 

2158 

2544 

3219 

20 

0.7 

1676 

2011 

2572 

21 

1.3 

2078 

3023 

5145 

22 

26 

1882 

2507 

3458 

25 

21 

1886 

2162 

3690 

27 

32 

1873 

2516 

4122 

25 

26 

1869 

2018 

2673 

28 

32 

1662 

2033 

3147 

25 

3.6 

[ 

1711 

. 


20 

42 

1679 

1951 

2765 

23 

42 

1674 

2040 

2990 

25 

32 

1666 

1988 

2436 

24 

32 

1662 

1964 

- 

24 

32 

1512 

1809 

2639 

21 

4.7 


■ UK Eq & Bd 

iy»« 

3 

5 

10 

Mtifl V m 

■ Europe 

l.tef) 

3 

S 

to 

MM* 

m 

BNO Batanced Pcrtfete 

1231 

1981 

2641 

- 

32 

09 

MVESCQ Euupen Grow* 

1597 

2756 

3876 

6805 

40 

- 

Perpetual Mgh tecome 

1206 

1760 

2298 

4811 

25 

35 

NVESCO European Serf cos 

1555 

2668 

3708 

6758 

44 

- 

CanSfe Income Db 

12*9 

1737 

2839 

2965 

22 

27 

Hvandnefidte Euro Set Gt Ace R 

1504 

2668 

3888 

5813 

U 

- 

Craft SUsse Monthly he ftrt 

1246 

1700 

2221 

- 

Z 5 

32 

Baring Brope Select 

. 1321 

2491 

3772 

4979 

34 

05 

NR UK Extra Income tec 

1249 

1693 

2121 

- 

22 

£0 

Newton European 

1531 

2448 

3105 


44 

- 

SECTOR AVBIAGE 

1220 

1644 

2082 

3270 

24 

27 

SECTOR AVfflAffi 

1301 

1978 

2881 

4945 

4j0 

05 


WBSCOEaqpMntirawfe . 
NBtefeftiK Sorter Cos 
MSSCQ Bnpaen So* Cos - - 
.Unwfcrafe BioSelGtAcc R 
1ft— Ery flirt- Qmwor 
ABMBEUrFEP ' „• 


5687 _Z 758 : : MIt. • 

m> w ip 

?B»_' 4 pF. . 

1282 - 2 Bfr -\ 2982 

W : «8S . 2l1Sr 


CU PPT Monthly Income Pies 


1188 1587 1840 2689 
12 SS 1588 1699 2284 
1213 1538 1787 
1198 1502 1773 2491 
120 ! 1500 

1111 1351 1535 2119 


■ Global Emerging Mkts 

U 7.4 Mercury Emerging Marfceb 

22 64 Stewart hay Emwghg MaXet 

17 &8 Gartmore PS Emerging Mates 
1.4 74 save & Prosper Emerging &&te 
- as Rothaddd FAP Bnoghg Uds 

12 ELD SECTOR AVBIAGE 


Property 


lymrS s 




UK Gilt 


1209 1473 
1158 1371 


M 51 ET international Income Inc 

2.1 42 Mayflower Gtabal hcome 


■ Far East mm Japan 

Friends ftp* Aurtatian 
HSBC Hong Kong Growth 
BAIESCO Haig Kong & Ctdna 
Heny Cote LG East Bitapriae 
Fidelity Souft East Asia 
SECTOR AVBMfiE 


■ Far East inc Japan 

AIB GowH tteatei Chha 
Smith & WBtamsan Fv East 
Save & Prosper Far East Sm Cos 
QrestoaRCM Orient* tactac 
United Friendy Far Effitem 
SECTOR AVBIAGE 


Japan 


IIS 

1368 

1669 

2143 

1 J 

54 

1128 

1322 

1482 

2298 

1 A 

63 

IIS 

1319 

1487 

2153 

14 

6.1 

IIS 

1240 

1362 

2099 

U 

53 

764 

IIS 

1415 

2518 

42 


482 

1055 

1287 

4227 

LI 

15 

492 

913 

970 

3648 

9 2 

1.3 

SQQ 

778 

- 

- 

Z 3 

15 

657 

723 

961 

2916 

73 

15 

467 

535 

701 

2050 

7 J 9 

1.4 

480 

759 

938 

1820 

84 


629 

730 

799 


50 

- 

6 a 

725 

. 

. 

5.1 

03 

892 

706 

744 

1431 

53 

34 

59 

706 

7 S 2 

. 

52 

03 

963 

625 

719 

1304 

5 J 6 

03 

775 

1000 

941 

1160 

34 

ao 

010 

908 

780 

. 

43 

- 

734 

882 

739 

1026 

54 

- 

09 

876 

823 

• 

54 

- 

706 

840 

719 

689 

53 

■ 

632 

647 

563 

752 

53 

03 


689 

1056 

_ 


&0 

03 

Aberdeen RaSS: Property Ste 

1177 

1636 

1888 


27 

1-2 ! 

702 

997 

1371 

- 

53 

03 

Norwtdh Property 

1100 

1338 

1618 


03 

43 

820 

963 

901 

. 

S 3 

13 

Afaweys ReMdenW Property 

«64 

1211 

- 


08 

53 

754 

OS 

- 

- 

S 3 

04 

Barclays ftnpety 

1012 

117 B 

1403 


03 

6.0 j 

734 

845 

- 

- 

&5 

- 

SECTOR AVERAGE 

1087 

1341 

1636 


13 

43 

709 

833 

983 

2071 

U 

03 







r 

1 

Income 





■ Nth America 






I 

1214 

1688 

19 S 

3818 

27 

13 

GA North America Graarth 

1316 

2410 

3861 

8038 

44 

I 

IMS 

1561 

1829 

3031 

23 

23 

Brasher RCM America Sm Go 

1286 

2301 

2557 

4324 

43 

1 

[ 

1142 

1491 

1737 

3428 

27 

37 

Royal S SunAB Nth America 

1287 

2216 

3006 

6191 

43 

03 

IIS 

14 S 

1801 

19 GB 

32 


EtHnsgh Noth American 

ms 

2192 

2990 

6579 

33 

1 

1036 

1315 

1500 

2476 

3.1 

23 

Baring Amarican Growth - 

1291 

2146 

2276 

5096 

4 A 

! 

1143 

1 SB 

1766 

2944 

23 

23 

SECTOR AVBIAGE 

1186 

1635 

2164 

4751 

A A 

05 


■ International Fixed Interest 

Balng Sobat Bond 105 ! 1297 1407 - 14 5.1 

Newton Heratfonal Bold 1073 1251 1318 - 2 JD 4 A 

AS M Bond & Cbnwrifck 1065 1229 1312 - 12 55 

Maftoroufti Managed T 115 1205 1382 2383 U 32 

Barclays 0 S tati Fta H tac 10 Z 7 1201 1266 - lit 47 

SECTOR AVBIAGE 1015 1059 t 153 1864 17 AS 


Commodity & Energy 


MSG Australasian Acc 
Save & Praoper.Commodtty 
M&G Oornmufty 
HBt Sxnuel Kabul Remcos 
TS 8 Mata ref Heecucae 
SB^OR AVBIAGE 


684 1188 1385 1685 5 J Z 3 

680 812 992 1576 5 J 9 

687 799 1048 1401 57 13 

866 772 887 1224 S 5 08 

849 747 965 1892 6 J 2 0.4 

600 730 «22 1401 6 J 1 J) 


Investment Trust Units 


Ramhg Genate Opputiri ti e e 

NewtenMrepld 

Bank of Ireland Ex Mgd firmOi 

GA Inoonte ftrtbfc 

Marts S Spencer Inv Portf Acc 

SECTOR AVBIAGE 


International Growth 


Save & Pnwper Rnenctal Seca 
HB Ssnuel finwetaf 
Save & Pnaper Giwth 
Franlngtan haaflh 


1250 

1656 

1851 


2.1 

23 

Outer Hgh »C hv Tat Acc 

1221 

1619 

2214 

- 

23 

23 

j 

1159 

1624 

- 

. 

32 

03 

Outer bmsbnantTnak he 

1135 

1992 

2(06 

- 

33 

03 

i - ’ 

1141 

1566 

1942 

- 

23 

23 

Bmtar Fund of Investment TSte 

1189 

1541 

2087 

3837 

23 

0.1 

• 

1142 

1532 

1746 

- 

33 

23 

Stager 4 Friwlandar hv T* R 

1175 

1536 

- 

- 

23 

1.6 

’l 

1177 

1518 

1786 

- 

23 

13 

Eguttatoh Treat of tarast Tss 

H 47 

1517 

1057 

3730 

27 

1.4 

, - ■ 

1127 

1408 

1 G 2 B 

2790 

23 

23 

SECTOR AVBIAGE 

1183 

1469 

1907 

3352 

23 

13 








■ Fund of Binds 








1378 

2284 

2036 

72 S 2 

34 

0.4 

Royalft SunAH Pnrtfoio 

1128 

1616 

1970 

2994 

23 

03 


1229 

2251 

SB 

5008 

34 

04 

TSBSriecter 

1205 

1616 

1882 

- 

28 

14 


1248 

1946 

2401 

4289 

97 

13 

FWeHty MoneybuBder Plus 

mo 

1616 

1952 

3365 

2 9 

03 

: - 

1288 

1919 

2572 

4477 

LI 

04 

VfVESCO ManedBl Aoc 

1150 

1613 

1835 

- 

LI 

03 

t 

998 

1912 

2325 

6892 

7.1 


Gan Fidafty Managed 

1180 

1594 

- 

- 

27 

0.1 


1082 

1468 

1754 

3128 

37 

03 

SECTOR AVERAGE 

• 1120 

1416 

1871 

2746 

23 

13 

1 . 


INVESTMENT TRUSTS 


■ WINNERS AND LOSERS 


TOP FWE OVBI1 YEAR: 


Barter Prafcnwf Capital'. 

■TOP WE OVER 3 TOWS 


Aberdeen Pictured tecome 

2371 

1700 

^ 

Fltogn & (tel Enterprise 

4108 

Foreign & Ctti Enterprise 

2075 


J 

ijpferPrimado 

3411 

Aberdeen Mgh teemm . 

1763 

imv- 

A J ' 

. TR Europe® Gratah ' 

' 2928 

Hendereon EuraTrustfUrtte) 

1739 


~r~ 

Henduscn EuroTtetfflitie^ 

.'2531 

Bceter Preferred CapU 

1712 . 

• ' 

/ ■ 

■ Candner :• . " 

•2460 



1300 




BOTTOM (WE OVB1 1 YEAR: 



/ 

BOTTOM BVE OVBI 37EARS: 


EdHuohJna 

209 

utn — 

f\j 

/ 

East Goman • 

167 

Gnett Astan Snsdter CDb 

299 

/ . 

Kmaa UteraSsafiDn Fund 

• V 191 

Aberdeen Bnughg Aua 

328 



EAtijurgbJara 

205 

tawsco Korea 

347 

900 _Jfc 1 U I. 

Li i. J-J i - 

invnsco Korea 

223 

EastGenran 

358 

Jm 1957 '• 

98 ' in 

Schrodu- Korea Rnd 

267 


tnvesc&KoFBaRsid 


TW FIVE OUST 57 EARS: . 
Foreign & Col Enterprise 
Jt4*erF«nwto 
TREnropean Growft • 
Cwxbver- 


CtartBrBnpmi 


TOP FVEOVBMO YEARS: 
Foreign & Coi Er^erjntea 
Cavtover "■ 
JtetterMnado: . / 


BTdBfeSBonlSfitolCwK 

-11332' -2300.: — : '■ : ' 


^ Sapond lM 


- 1133 /-a »d 

■— j€7B1» ■ . 


law Qefcectire Cap or teid i : ; ’.'6319 





2014 




^ 1 . EastGetmao 

- 114 

1 WS Ji 

•’ KotBa^fODB Find r 

.434 

4 df 

1 • EteburohJarai 

183 

mm /f 

. . JBaBfc GBanf SMa Hpyan ■ ■ 

610 


1 / • • kMscoKorea. . 

257 


. tawsco Enterprise • • • . 

722 

9 m | r i 

JLJ f&raLtaeranaatkmFtad. 

• 270 

UMfl'/ 1 1 1 

-J 1 — 1 Trust ufPrnpertrSharBO- • •• 

T 788 



tetawra Eat 8 rtM>B Psdflc 


lUtet (taw tt« renet el — | El AQ 0 ®we ten*— few ewtodt. Tt«h in m 4 ed m pal— in. Wwi tappetf 1 


IMytaMoW a a— - 


■ UK General 

Renting Qavertiouse 
Itanay Keystone 
Govatt Strategic 
ESnbugh UK Tracker 
hvestmert Trust of Ownsey 
SECTOR AVBIAGE 


5 MftH «w m 


Int Cap Gth 


■ UK Capital Growth 

toy 5 State tSS 
Rdefity Special Values 
Schrader UK Grawth 
Renting Enter ptisa 
Legd « General Recovery 
SECTOR AVBIAGE 


■ Smaller Companies 

Ganmora Srooler CDovarties 
Dresther HCM SmaBa Co’s 
WVESCO Engfeh & Inti 
NSWest Sender Companies 
toy & Sane UK Smaller Cos 
SECTOR AVERAGE 


■ UK Income Growth 

Dry of London 
Temple Bar 

Gortsnore Bra Inc & GatiUntts) 

Merchants 

Profitic hcome 

SECTOR AVERAGE 


■ Venture and Devt Cap 

Foreign & Col Enterprise 
Candmer 

Mercury Gtasvenor 
TTwnpscn Clive 
Bec&a 

SECTOR AVBIAGE 


■ hit Income Growth 

British Assets Ordinary 
Securities Trust of Scotland 
Murray In te rna tional 
SECTOR AVBWGE 


1428 

2242 

2780 

-1 

41 

14 

1398 

2026 

2953 

-3 

L 9 

22 

1434 

1999 

2224 

12 

X 7 

ZO 

1382 

1963 

2386 

-1 

3 J 9 

2.7 

1453 

1907 

2228 

11 

3.7 

24 

1357 

1805 

2365 

_ 

X 6 

24 

1289 

2042 

. 

14 

40 


1389 

1909 

- 

7 

4.1 

04 

1299 

1860 

- 

2 

19 

24 

1639 

1003 

2549 

6 

54 

1.7 

1383 

17 ® 

- 

14 

33 

Z 1 

1261 

1698 

2035 

■ 

3 J 

15 

1455 

2232 

3252 

1 

47 

1.6 

1364 

1953 

2124 

14 

54 

1/4 

1151 

1944 

3275 

9 

42 

0.8 

1191 

1864 

2462 

9 

54 

24 

1331 

1 B 45 

2*29 

14 

49 

14 

1251 

1566 

2*48 

■ 

42 

24 

U 13 

1910 

2373 

-2 

12 

34 

1501 

1842 

2447 

5 

41 

4.1 

1335 

1837 

- 

5 

24 

34 

1492 

1827 

2263 

4 

44 

42 

1369 

1738 

- 

5 

34 

34 

1355 

1668 

2140 

■ 

35 

4 * 

2075 

4108 

6541 

7 

47 

14 

1421 

2490 

4130 

•20 

64 

24 

1290 

2339 

2743 

12 

4.1 

24 

1520 

2161 

3953 

17 

54 

1.1 

1410 

2064 

3171 

15 

34 

14 

1189 

1796 

2750 

■ 

4.1 

24 

1279 

1759 

1751 

12 

3 J 

4.4 

1192 

1625 

1851 

13 

L 3 

34 

1138 

1583 

1989 

11 

34 

15 

1231 

1656 

1863 

- 

34 

44 


■ International General 

Personal Amcts 


■ North America 

Heating American 
EcBnbur^i US Track 25 p 

North Attantfc Smatiar Cos 
American Opportunity 
US SmAer Compotes 
SECTin AVBIAGE 


■ FE inc Japan 

Martin cunts Ptetinc 
Foreign & Col Padfic 
Henderson Ftr tot Income 

Govatt Oriental 
SECTOR AVBIAGE 


HantisTB Snwfcr Asia 
Pacific Horizon 
Scottish Oriental Soul Cos 
Aberdeen Nbw Dawn 
Erflnburgh New Trga 
SECTOR AVERAGE 


New Zealand 
Korea-Europe Ford 
Abadean New Thai 
Sam Selective QrowSi 
Schrader Korea Fund 
SECTOR AVBIAGE 


tpar® 

3 

5 MtaH 


W 

1881 

3411 

6335 

-18 

44 

04 

14 S 8 

2088 

- 

18 

34 

- 

1424 

2076 

2639 

13 

4.1 

04 

1301 

1854 

2337 

6 

&a 

14 

1295 

1709 

2173 

10 

13 

is 

1214 

1651 

2181 

■ 

34 

1.7 

1368 

2326 

2695 


24 

15 

1386 

1928 

2353 

6 

27 

24 

1396 

1926 

2415 

6 

34 

1.7 

1249 

1781 

2127 

13 

XI 

XI 

1270 

1758 

2234 

12 

34 

1.7 

1278 

1723 

2175 

■ 

33 

XI 

1344 

2343 

2394 

9 

44 

0/4 

1299 

2132 

2442 

6 

44 

04 

1387 

2009 

2967 

5 

43 

- 

1184 

1771 

2297 

7 

84 

- 

1206 

1765 

9 B» 

12 

49 

- 

1202 

18 S 3 

2204 

“ 

6 J 2 

13 

638 

731 

737 

19 

L 8 

Z 4 

619 

703 

794 

19 

65 

Z 2 

576 

697 

8*3 

9 

L 7 

84 

466 

461 

575 

13 

64 

04 

am 

648 

737 

* 

U 

33 

General 





389 

576 

- 

18 

84 

0.7 

441 

513 

619 

25 

73 

14 

484 

472 

- 

28 

S 7 

1.7 

468 

438 

666 

25 

■ 84 

XI 

570 

413 

- 

26 

64 

- 

424 

407 

510 

- 

77 

13 

Single Coimtry 




999 

626 

1010 

0 

54 

34 

424 

315 

416 

-4 

244 

04 

449 

299 

410 

•2 

LI 

34 

SI 

271 

453 

9 

LI 

- 

387 

297 

- 

- 

144 

- 

445 

300 

434 

- 

124 

Z 2 


Japan 


GT J^wn 


Continental Europe 


German Smefer Companies 
Second Hartet 
SECTOR AVBIAGE 


1993 94 

95 

» 

37 S 6 


irarfi 

3 

. * “■*< 


WK 

657 

688 

808 

14 

67 

- 

609 

688 

625 

15 

64 

03 

631 

636 

621 

17 

64 

- 

835 

625 

- 

15 

73 

- 

810 

610 

584 

16 

64 

- 

5 B 5 

' 541 

567 

- 

74 

03 

1531 

2928 

5271 

-4 

43 

0.4 

1738 

2531 

3081 

0 

53 

03 

1472 

2420 

3360 

10 

44 

14 

1605 

2298 

3061 

1 

41 

03 

1538 

2274 

3215 

0 

44 

04 

1460 

utiy 

-2246 

3144 


44 

04 

1321 

1686 

2204 

10 

S 3 

0.4 

1372 

1451 

2178 

13 

54 

04 

1426 

1569 

2191 

- 

54 

0.4 


MtoSSadJopm 


1888 » 92 94 SO 98 


■ High faicome 

Aberdeen rtgh tecome 


Sttireatacoma 
Gartmore Scotland (Unltti) 
Qaegow tecome 


Split - Capital 


Jdhnaort Fry UtHee 
Henderson EuroTrast 
CSy of Oxford 

Johnson Fry European USBtes 
SR Pan-European 

SECTOR AVBIAGE 


■ Emerging Markets 

Baring Emoging Bxope 
Cento European Growth Rnd 
FWt Rusten Froititas 
Scudder Latte America 
Temptaten lafln America 
SECTOR AVBIAGE 


■ Closed End Funds 

Btater Prefatred GepBal 
Capital Gearing 
Wests aty A commercial 
Scottish Vtibe 
tevestmant Tr of hv Trusts 
SECTOR AVBMGE 


■ Property 

TR Property 
Wlgmore Praparty 
French Property 
TtuS tti Property Shares 
SECTOR AVBIAGE 


1091 

2388 

- 

18 

104 

- 

844 

1410 

- 

20 

97 

- 

808 

1325 

- 

18 

193 

- 

875 

1290 

- 

16 

as 

07 

834 

1261 

- 

19 

73 

04 

762 

1041 

1031 

\ 

74 

03 

1712 

2186 

2848 

18 

64 

03 

1232 

1765 

2187 

1 

2/4 

0.1 

1267 

1605 

20112 

17 

44 

33 

1218 

1445 


9 

34 

13 

1226 

1433 

- 

17 

33 

- 

1333 

1628 

2158 

■ 

37 

ZO 

1204 

1780 

2198 

9 

44 

Z 6 

1226 

1695 

- 

17 

S 3 

03 

1471 

■1516 

1851 

15 

44 

13 

1019 

1232 

1152 

2 D 

SJO 

33 

1230 

1556 

1723 

- 

44 

XI 


■ Split - Income 

ffighb 8 bsuaa Inc 
Exmoor Dute tec 
Mtfi Recovary Inc 
FramBn gfari Pute Inc 
Jupiter Geoad tec 
SECTOR AVERAGE 


■ Spilt - zero Dividend 

Johnson Fry Uffity a OH Prt 
Bartmora Shared Eq Tartar Zero 
Jofraon Ry Europe Otto zero 
GBrteura Brtf tec S Oh Zara 
Henderson B»o Zero Dhr Pit 
SECTOR AVBIAGE 





- ' 



■wrH 

a 

5 “*"H 


r wt 

1783 

2174 

- 

1 

5J 

7.1 

1573 

2074 

3040 

•12 

4.1 

85 

1683 

2055 

2458 

1 

A3 

4.7 

1417 

1887 

2335 

- 

34 

35 

1448 

1815 

2285 

9 

43 

44 

1426 

1810 

2335 

• 

44 

54 

4009 

12806 

8220 

12 

17.1 


4014 

5558 

- 

Z3 

1X7 

- 

5600 

5S6 

7S27 

31 

21/4 

- 

6822 

5068 

5339 

37 

20-1 

14 

3164 

3480 

4350 

54 

95 

- 

2370 2976 3680 

1 Cap Shares 


LO 

3.1 

2514 

3077 

- 

21 

92 

55 

1900 


3682 

4 

8J 

14 

2211 

2942 

4488 

15 

LB 

154 

2108 

2837 

- 

21 

L8 

35 

1434 

2721 

- 

3 

L9 

14 

1916 

2144 

2708 

■ 

92 

67 

1771 

2815 

4191 


S3 

53 

1771 

1786 

1061 


10.1 

1X6 

1230 

1722 

1781 


Ei 

334 

1499 

1626 

- 


5 A 

204 

1297 

1598 

1848 


34 

85 

1238 

1488 

1730 


35 

167 

1148 

1498 



23 


1099 

1475 

- 

- 

20 

- 

1087 

1458 

- 

. 

25 

. 

1085 

1453 

- 

. 

XI 

. 

1109 

1427 

1685 

- 

24 

. 

1096 

1338 

1556 

- 

14 

- 


f ACUITY 


l Inti — a Mim b w* a— mhh &qwg ma —a a— am ■» m tan ritwu 
— w— mw— wd— ipMviw — larewwaY — te 
— dnfeto cf —ter te* an— a tar — AM war Sa ** J m tut MHM M 
to — mw— M M— M me te mw ref 6 lawmam W wH% A 
n— d— tan hub Be iihiSIj M— tar n — ted Mew EDe mlMu sM m wtaSter k 


rmMtirRtel 


i tananL Dmi) n «mmdt tetefca. 



Uaoaper (rofeptanM 


. Smtagx-CMBBotlMaPa 
PB» -SCtenati MW Amo* . OM 


— T — — 1-yiifin 






■ Bu re pw a o E sca la tor find 

Close Find Man (13600 269824) Futures & Options 



eta. ante 

:..V- 




...s 

"0 

No Vaii 

ls" 

-145. 

. No 

1.000 ; 

- 


Vet more in doss's protected unit trust range, tfm 'fund p o m fa ag rnreihnum Mis of 5% 


■ Far East Escalator Fimd •' ■ •" ’ {: t:-?:. C'~'' ■ ’x'y*'?':'*?-':'- J 

Ckase Fund Mwi (0800 269834) Futures 8 Options \ 0 Pto- Vlas:. S£ 12$ No T . %]_ -J.- <- y - 

Options efltow state tore! to gate mate ot Inoresaa in the msriw wittva KteMium fa| df'5% way ttsee tnortha- Atrfcd each Is'lrc Japan aret^Horyg^ ^teng • '• , ; T - ■' 'TO v^' : - ''-/ » . * ^ ™ : ; 

Notes: ■ 1 perearrtaga point reduction on HtM ctwge 1 . • - -v ^ %?/;■ . ~ 


EA SOs 


*-Q 







68 u’4 55S?IS5i iSS5SS5Si6ESSgSlS5s5£ « 







































































































































































































































































































































j»v 


«ir 


.•«Uc 


»K' 


(W» ■ "H 

n'irr.- j*'K. 


fea»- *+ 



-n-.r 






.... 


Ufa* 






# 


‘"' u **5, 




r ■ LONDON STOCK EXCHANGE 

Poor Japanese figures provoke fall for Footsie 


By Peter Jobs 


Early optimism that the UK 
mm-ket might recover from its 
Asian-related unhappiness was 
sweet but brief. was 


weiwroie 

strongly m the first half hour c 
trading and was up almost s 
points shortly after Sam. 

.Then, however, the marks 
began to consider the latest gros 
domestic product data froi 
Japan and realised that the ecor 
amy was in worse shape than a 
any time since the mid 1970 b. 

Also, the Japanese yen contii 
ued to be weak against the dollai 


hovering aro und an eight-year 
low and threatening to provoke 
devaluations in the Chinp-«- and 
Hong Kong currencies. 

.Even though the UK’s exposure 
to Japan and the rest cf Asa 
represents only 7 per cent of 
overall profits, Footsie swung 
down in a 150-point arc before 
stabilising a little towards the 
end of the session when it dosed 
a net 817 lower at 5.789A 

Only is Footsie .stocks showed 
a net gain over the day at 
the closing level. Footsie had suf- 
fered a fall of 289 points or 45 per 
cent o ver th e past four days. 

The FTSE 25 0 dropped 555 to 
5.86L2 and the Small Cap feD u.4 
to 2,756.0. Persistent sp eculation 


of further consolidation in phar- 
maceuticals was unable to stem 
the overall selling. And some 
suppo rt was removed from the 
5TSE 250 shortly before the dose 
when Vaux announced it had 
polled out of bid discussions. 

Another concern showed itself 
in the derivatives market where 
the contract an the Footsie was 
75 points below its estimated fair 
value after the close. 

The contract was weak in after 
hours dealing as the Dow Jones 
Industrial Average recorded a fall 
of more than 100 points to build 
cm Thursday’s 160-paint slide. 

- On the other hand, volume was 
not huge. By the 6pm cut-off 
time, which allows far delayed 


trades to be recorded, 828.8m 
shares had changed hands with 
more than half the volume going 
through the Footsie. 

The questi ons facing the Lon- 
don market now are: how low 
can it go? and are there any other 
factors aside from Japan that can 
help or hinder? 

Joe Rooney, global strategist at . 
Lehman Brothers, who has a 
6,100 forecast for the end of the 
year, said: ’The US equity mar- 
ket on a short term basis had got 
ahead of itself and is due a cor- 
rection. Although with the sup- 
port from bond yields we would 
expect slightly less than 10 per 
cent" 

And Rooney said Europe would 


follow the US market down. That 
would imply another 300 points 
off the Footsie. 

Richard Jeffrey, of Chart er- 
hauae Tilney and the market 
hear with a forecast of 5,200, also 
highlighted the domestic con- 
cerns. “There is no doubt that 
the average earnings figures on 
Wednesday will attract a high 
degree of interest” 

The figures are expected to 
show wages up by 5 per cent year 
era year. 

“And we are not too far away 
from a reporting season which 
for many companies, especially 
industrials because of their expo- 
sure to Japan, will be very 
unpleasant,” he said. 
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EQUITY FUTURES AND OPTIONS TRADING 



The Jure FTSE 100 future saw 
brisk volume of 43,600 con- 
tracts yesterday fn a session 
notable for bearishness In after- 
hours trading, writes Martin 
Brice. 

June had opened at 5,863, 11 
points over cash with fear value 
estimated at a premium of 
about 6 points. Die high of the 
day, 5,883, was reached in early 
tracing but from then on, the 
bears were in control. Traders 
said the main influence was 
from the US. 

June spent much of the day 


under fair value, with the dis- 
count even reaching double fig- 
ures on occasion. Settlement 
was at 5.760, wtth the contract 
reaching 5,700 in after-hours 
electronic trading. At this point 
it was 75 points below fair value 
whan the underlying cash mar- 
ket closed. 

In the options market, British 
Steel again saw busy trade, 
with 1,625 lots traded ahead of 
final results due on Monday. 
The July calls were popular, 
with the 140p and 160p seeing 
a total of 1 200 lots. 
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Broker 
caution 
hits GRE 

tMMPWKREPtm 

By Joel KBozo and Martin Brice 

Composite insurer Guardian 
Royal Exchange lost 14 or 
3.7 per cent to 360p as Pan- 
mure Gordon and SG Securi- 
ties joined the growing list 
of brokers downgrading 
profit forecasts. 

Panmure cut its pre-tax 
operating profits forecast to 
£95m from £1340. SG Securi- 
ties was also said to have 
re-ad jnsted its profits esti- 
mates. 

Cazenove, one of the com- 
pany’s joint brokers, is 
believed to have downgraded 
its forecast by £3Qm to 000m 
on Thursday- hi spite of the 
reduction, Panmure said it 
remained positive on the 
stock on "asset value 
grounds’'. Credit Lyonnais 
Laing, GRE's other broker, 
has not changed its forecast 

The downgrades came 
amid uncertainty about the 
exact level of the company’s 
Millennium bug provisions, 
a large of part of which are 
expected this year. 

But one analyst who 
declined to be named said, 1 
have a feeling there may be 
other provisions which we 
are yet to be told about" 

In the rest of the sector. 
General Accident fell 35 to 
£13.90, while Royal & Son 
Alliance surrendered 20 to 
630p. 

SmithKLme Beecham’s dis- 
missal of rumours that 
merger talks with Glaxo 
Wellcome were back on did 
little to dampen speculation. 

• The shares touched a day’s 
peak of 770p, before the poor 
market trend saw it relin- 
quish some of the earlier 
gains. The company hit out 
at speculation that Jan 
Leschly, chief executive, was 
to leave the company. 

However, a belief In some 


quarters that merger talks 
are still on kept the stock 
well ahead. 

The shares closed 19 up at 
737p, one of the biggest ris- 
ers in the FTSE 100, as 
another busy session 
brought volume of 19m 
before the close. 

Glaxo, favoured by BT 
Alex Brown, was also in 
favour and the shares put on 
2 to £17.42 while those of 
Zeneca improved 32 to £26.02 
on continued merger specu- 
lation. 

Britain’s biggest mortgage 
lender Halifax was unloved 
and not even a dutch of bro- 
ker recommendations could 
dispel the the gloom that 
currently surrounds the 
stock, the shares lost 22 to 
805p in trade of 8.4m. 

Halifax gloom 

The word among the bears 
is that the performance in 
the underlying business is 
well below expectations and 
stiff competition in the mort- 
gage market is likely to hurt 
earnings. 

However fans of the stock 
remain and Caxenove was 
said to have advised clients 
to buy on weakness even 
though It was reported to 
have trimmed its profits 
forecasts after a meeting 
with the company. 

Rank* connected to Asia 
remained weak. HSBC lost 
another 14 to £14.33 while 
Standard Chartered gave 19 
12 to 654p. 

A profits warning from 
Car Group reflected good 
news far car buyers but bad 
news for shareholders. 
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The "nearly new" vehicle 
retailer took the shine off 
the sector as it talked of foil- 
ing demand for used cars, 
'exceptional price tolls across 
the market that reached 5 
per cent a month, and 
"recessionary market condi- 
tions". The news hit senti- 
ment in other companies 
exposed to used car sales. 

Car Group recorded the 
biggest toll in the market as 
it dropped 45 per cent, or 
85V* to I06p. Arrive, formerly 
Cowie Group, lost 17% to 
442p while car hire company 
Avis Europe, which could 
suffer through the resale 
value of its hire fleet, was 
down 8V= at 282 a /ip and Lex 
Service fell 26V* to 58gp. 

Elsewhere among car deal- 
ers, HR Owen said its man- 
agement dow held 27.74 per 
cent of the company, follow- 
ing the purchase by direc- 
tors of 15m shares at l8Vip 
each, from a former non- 
executive director. 

The purchases foDow the 
acquisition of shares by 


manag ing director Nicholas 
Lancaster as majority share- 
holder Komoco cut its stake. 
Mr Lancaster now has 21.7 
per cent. The stock closed 
easier at 19Wp. 

Continued investor appe- 
tite for information technol- 
ogy stocks was shown by the 
21 per cent premium to 
which ITNet rose after they 
were placed at 350p - itself 
at the upper end of earlier 
estimates. The shares rose to 
424p before easing and clos- 
ing at 4lOVip, with 10m 
traded. 

Albert E Sharp has set a 
430p 12-month price target 
on the stock. Glyn Lloyd at 
the broker says: "It seems to 
be a higher quality company 
than many of its listed 
competitors." 

Elsewhere in the IT sub- 
sector, Misys continued to 
show the volatility that has 
attached to the stock since it 
joined Footsie and the order- 
driven trading system, and 
gained 80 to £34.10 following 
its 165p fall on Thursday. 

Serna was up 25 at £2&27V* 
during a visit by analysts to 
the company’s French 
operations. 

Powerscreen boost 

Powerscreen International 
recovered 30 to lOOVip as the 
Northern Irish engineer 
sought to calm fears with a 
circular to shareholders 
detailing the company’s 
heavy debts and plans for 
recovery. 

Capital Radio improved 5 
to 670p. It emerged that the 
company’s broker Cazenove 
had placed 10.24 per cent of 
the company’s issued share 
capital. 

The stock, placed at 660p a 
share with a range of institu- 
tions, came from Radio 
Investments, which had 
been the single biggest 
investor. It sold its 6.4m 
shares in Capital as did Cal- 
edonia Investments, which 
relinquished its 1.1m 
holdi ng . 

A profits warning sent 
shares in electronic security 
group BBS down 20 to 4SVip. 
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Dow drops 
on Japanese 
recession 


WORLD STOCK MARKETS 


warning sparks Amsterdam 


EUROPE 


AMERICAS 


Wall Street’s broad sell-off 
continued, sending the Dow 
Jones Industrial Average 
down towards S.70Q, writes 
John Labate in New York. 

News that Japan had offi- 
cially called a recession 
added to concerns about the 
impact on US corporations 
r with overseas ties. 

Analysts remained uncer- 
tain, however, about how 
long the downward trend in 
the market would last, given 
the market’s resilience in 
the first half of the year. 

“The short-term gloom is 
thicker than I’ve seen it 
since last August or Septem- 
ber, hut long term people 
still want to own stocks, anti 
that doesn’t change over- 
night,” said Alfred Goldman, 
chief market strategist at 
AG. Edwards in St Louis. He 
added that growing negative 
sentiment could even be a 
sign the bottom was in sight. 

Technology and small 
company stocks bore the 
brunt of the mornin g weak- 
ness. but most sectors fell 
m back. By early afternoon, the 
- Dow was down 102.14 or 1.2 
per cent at d. 709.63. The 
broader Standard & Poor's 
500 was off 11.11 at 1.083.47. 

The Nasdaq composite lost 
33.55 or 1.9 per cent to 
1.716.20 while the Russell 
2000 of small-cap shares fell 
6.17 to mis. 

Once again. US Treasuries 
continued higher as stocks 
sank. The long bond price 
was w higher by early after- 
noon at 106V sending the 
yield lower to 5.643 per cent. 

Dow component General 
Motors Tell $2}i to SG7ft on 
concerns surrounding the 
strike by its employees. 


Compaq Computer fen 
to f27{} a day after the com- 
pany lowered earnings 
expectations because of a 
merger. Rival Dell Computer 
waa off J2 ts to $80V CNF 
Transportation fell $ 2 % or 
5.8 per cent to $40% after the 
company filed for a shelf reg- 
istration with regulators. 

TORONTO extended 
recent losses, moving lower 
in early trading with a dull 
start on Wall Street and 
Asian concerns sending the 
300 composite index down 
104226 to 7,191.50 at noon. 

The heavyweight banks 
were easier. Royal Rank of 
Canada lost 15 cents to 
C$86.75 and Canadian Impe- 
rial came off 55 cents to 
C$46.00. 

Golds, too, lost ground, 
with Barrick slipping 35. 
cents to C$2S.05 in a morn- 
ing session marred by bul- 
lion price weakness. 

SAO PAULO reopened in a 
state of high nerves after 
Thursday's public holiday, 
and quickly caught up with 
falls on overseas markets, 
writes Jonathan ’Wheatley in 
Sao Paulo. 

The Bovespa index 
slumped from the outset in 
low volume and was down 
more than 5 per cent by mid- 
session. This followed a 
per cent fall on Wednesday. 

Volume has been low all 
week because of Thursday's 
holiday and the start of the 
World Cup. If volume picks 
up on Monday as expected, 
brokers feel Brazil could 
come in for a bigger buffet- 
ing. 

MEXICO CITY was also 
under pressure at mldses- 
sion. The XPC index came off 
185.67 or 4.4 per cent to 
4,10059. 


Asian worries, wobbles on 
Wall .Street and a bombshell 
profits warning from the 
Dutch high-tech sector com- 
bined to spark heavy selling 
in AMSTERDAM- 

The earnings culprit, ASM 
Lithography, tumbled 22.5 
per cent and dragged parent 
company Philips steeply 
lower. ASM fen FI 17.10 to 
FL5&S0 while the electronics 
giant gave up FI 23.40 or 73 
per cent to FH72.S0. Com- 
bined volume for the two 
was almost 2L6m shares. 

Dutch equities accelerated 
downwards after ASM 
announced that earnings 
this year would Ml short of 
those far 1997. 

The stock Immediately 
touched a session low of 
FI 56.50 as broken turned 
negative. Morgan Stanley 
downgraded the stock from 
“strong buy” to “outper- 
form”. 

Other chip-related shares 
fell in sympathy, with Baan 
Off FI 330 at FI 83. But Tulip 
improved 91 cents to FI 631 
on confirmation that F3 2Sm 
of rescue money would be 


JSIlipiograptay 

Store 



so. 


-.JJ 

o l 


an 1596 


pumped into the computer 
maker. The AEX index 
ended off 3039 at 1,172.40. 

FRANKFURT lost 23 per 
emit as investors, returning 
after Thursday’s holiday, 
marked their disappoint- 
ment that Wall Street had 
not recouped any of Thurs- 
day’s losses. Hie Xetra Dax 
index lost 18738 to 533134. 

VW dropped DM38 to 
DM1395 in response to news 
that its Audi division 
planned to take over Lam- 
borghini, the Italian luxury 
sports car maker. Analysts 


said the fall indicated con- 
cern that VW would try to 
integrate the Italian group 
and Rolls Royce Motor Cars 
St the time. 

Mannesman*! lost DM830 
to DM172, continuing to pare 
gains posted after file share 
split and on news that Tele- 
kom planned to raise access 
fees. 

PARIS bounced off its 
lows for the session but the 
mood at the close remained 
depressed with file CAC 40 
index off 9737 at 4,04434. 
Total turnover was heavy at 

FFrl7.4bn- 

LVMH led the way down, 
sliding FFr64 or 5.1 per emit 
to FFrl.198 to extend its fell 
this week to almost 12 per 
cent as worries mounted 
about the group's big Asian 
customer base. 

Software group Cap Gem- 
ini was a rare firm feature, 
adding FFr19 or 2.1 per cent 
to FFr939 against the run of 
th e ma rket 

ZURICH remained under 
pressure as concerns that 
more negative corporate 
news could be in store kept 
the profit-takers active. The 
SMI Index lost 8L0 to 7,417.4. 


Novartis steadied itself 
after Thursday's 6 per cent 
tumble, which followed news 
of a modest sales perfor- 
mance during the second 
quarter. The shares eased 
SFiS to SFr2357. 

Cfariant, however, lost 
SFT71 to SFT1315 in spite of 
comments from the chair- 
man that the speciality 
chwnjwily group’s sales 
profits were developing 
favourably for the year and 
that operating profit had 
grown faster than turnover 
through May. 

Industrials with Asia expo-' 
sures remained out of 
favour. ABB fell SFrlQ2 to 
SFr2,269, Saurer SFr39 to 
SFrl,6O0, Rieter SFrl4 to 
SFrl,072 and Sufaer 55 to 
SFT1314. 

SMH, the watchmaker that 
lost SFr7i on Thursday, 
picked up from a day’s low 
Of SFrT.,173 to close SFr8 
weaker at SFrl495 as Bank 
Julius Baer forecast strong 
1998 sales, in spite of Asia’s 
problems. 

HELSINKI lost ground on 
fears over the impact of 
Asian woes. A profit warn- 
ing from Finnalr also 


depressed sentiment, and the 
Hex index closed down 
111.07 or 2.3 per cent to 
4,764.58. 

The Confederation of Finn- 
ish Industry and Employers 
said exports to Asia would 
fall 7 per cent this year, 
adding that exports to south 
east Asia had fallen 34 per 
rent in January and Febru- 
ary. 

Fvnnair, the national car- 
rier, fell 9 per cent, losing 
FM5 to FM51. The company 
announced doubled profits 
for the past business year, 
but warned that profits for 
the current year would 
weaken because of increased 
competition. 

It said slower growth in 


Japan would affect its prof- 
its, although its Thailand 
and Singapore routes would 
see less impact os European 
travellers were the main cli- 
entele. 

STOCKHOLM was hit by 
fears of a devaluation of the 
Chinese currency. The gen- 
eral index fell 41.41 to 
3334.71 with companies vul- 
nerable to the Asian econo- 
mies losing ground. 

Ericsson, with ll per cent 
of sales and 17 per cent of 
profits from China, fell 5KrS 
to SKr22130. 

Forestry stocks were also 
under pressure from similar 
worries, with Stora down 
SKr4 to SKrl34 and MoDo 
losing SKr6 to SKj250. 


Seoul hard hit by yen’s decline 


ASIA PACIFIC 


Jo’burg falls sharply 

cnimi a cmp a or 7.7 per cent to 83073 and 

~ the financial sector lost 2653 


Heavy selling among 
Industrial sectors sent 
Johannesburg steeply lower, 
pushing the all share index 
down 1723 or 2.4 per cent to 
6.9113. 

Industrials came off 2343 


or 2.1 per cent at 12,426.7. 

Golds came within a 
whisker of touching a three- 
month low with the golds 
index registering a fall of 
343 or 4.1 per cent to dose at 
792.7. . 


The tumbling yen, which fell 
to a near eight-year low, sent 
SEOUL plunging 8.1 per cent 
on worries that the Japanese 
currency's weakness would 
hit South Korea’s value 
added exports, many of 
which compete directly with 
Japanese goods. 

The composite index to6t 
26.61 to hit an ll-year low of 
302.09 on further concerns 
that a possible devaluation 
of the Chinese renminbi 
could also hurt Korea's 
exports of light industrial 
goods. 

Large-capitalised export- 
oriented companies led the 
losses. 

Samsung Electronics fell 
Won3300 to Woo.40/100 and 
Pohang Iron & Steel was 
down WonS.lOO to 
Won39.100. Daewoo Heavy 
Industries gave up Won39Q 
to Won4.4ia 

. TOKYO ended little 
changed after a late buying 
wave by pension funds pared 
early Josses, writes Paul 
Abrahams in Tokyo. 

, The benchmark Nikkei 225 


Average fell in morning 
trading to 14,784. its worst 
intra-day low since January. 
However, the benchmark 
ended 8.29 up at 15.022.33 
after trading as high as 
15360.69. 

The Topix index of all first 
section shares fell 1.56 or 

THE WEEK*S CHANGES 
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0.13 per cent to 1.177 in 
heavy trading of 820m 
shares. Falling shares out- 
paced rising stocks by 653 to 
458. 

The market had closed 
before the Economic Plan- 
ning Agency - announced 
much worse than expected 
gross domestic product data 
which .showed that the 


economy was in its first 
technical recession since 
1974. 

The banking sector 
reversed a series of disas- 
trous trading days, closing 
up 0.06 per cent Long Term 
Credit Bank, a weak market 
lately, ended all square at 
Y15& It was the second most 
heavily traded stock with 
14m shares changing hands. 
Akura Bank was also 
heavily traded up Y7 at 
Y384. 

lnvestors took advantage 
of the yen’s weakness to 
pick up export stocks. The 
automotive sector was the 
best performer, up 1.1 per 
cent Toyota gained Y30 to 
Y3.480, Nissan Yll to Y403 
and Honda YilO to Y4.910. 
Bridgestone, the tyre manu- 
facturer. rose Y50 to Y3430. 

KUALA LUMPUR shared 
in the region-wide shakeout 
sliding 10-63 or 23 per cent 
to 472.37 having touched a 
seven and a half-year low of 
468.76 during the early part 
of the session. . 

The ringgit was pulled 
lower by the yen and leading 
shares fell across the board. 


Telkom fall 15 cents to 
MSS.65. 

HONG KONG ended mod- 
estly after a wave of short- 
covering late in what dealers 
described as a very choppy 
session. 

The Hang Seng index, off 
83 per cent over the previ- 
ous three days, regained 
2937 to 7315.44. The red chip 
index raffled 2 per cent but 
H shares lost 02 per cent 
TAIPEI closed down for 
the fifth consecutive trading 
day. prompting buying by 
government-linked funds. 
The weighted index fell 
93.63, or 13 per cent, to 
7,117.11 led by technology 
shares, which lost 2 per cent 
ASE fell T$2 to T$65.50 
while Acer declined 50 cents 
to 7*41.10. 

KARACHI jumped on blue 
chip buying ahead of the 
government’s announcemen t 
of its 1998/99 budget 
The Karachi Stock 
Exchange 100-share index 
rose 3123, or 3 per cent to 
1,06234 as speculative buy- 
ing boosted shares of compa- 
nies expected to benefit from 
the newjradget 
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OBbSSr-SSfOSUsSe) 
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Beartng Ste Cl 000 - 158^ ID8Je9« 
Negated* Birtdng SodUy UtoL Pam M 
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" IB AC 35% Cun Prt£1 -77 


fertfttflildMCun Ptf£1-70(OSjsGB] 
«=C PLC 7Vft Or* Bds 2007 CtOOO (Rg) - 
i«<HUas»3V{mis9G)Vpnj«98) v 
(lOJeSS) \(lOJe96| WlOJs98) 

Nad Anjto Edueawn PUS tow Ort 5p 
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oemna ci ooo pw - io 8 aojeas) 

Norftan Fta* PLC Out Pap SUj W 


(bOMXtl, 
79 ante 


X 



|S. 
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J PLC ADR (1 

Sss*“r 


top -ISO 

■ffNa»V OrtlOp- 
(MQCmGUn 


- 125*-.' 

0*361 

OlnS*2B08- 

^.cr^GB 

9B.71 


1C Vffi Bb 


HCUViUntf 
148 aw« 
-i«S 


ftrafa Sab • 

A ^y malin-PBldtfdcPLCSftOstlWtEI 

10B KBJsSSJ 

SSffiiftOTwai®? fc Co oQ PIG ton- 
^^^OlftukWai-17% 

PLC BZWFTSS Unis - 

S^SKwilUJOrdRsd 



ton toanstomd aoup nil CM 10p (Wd ■ 
tnUMS^-STZfiO) 

Wcon Wffl PLC Old 5p ■ 1WOOW8) 
PeatawAC 1 i)%OwBsdWSbe£J • 
127 

Rot Debaton Bnm PUS 11.125% 

Gs) Deb 8*2018 -153^1 
^71 00*9^5320313 

MttolerWBJdra Booery Ito Rate Pam 

HBwtoShS'fiOOJIOteei 

RafstogjPLCWutoSiftterOrt'3 

Fotetoft PLC Old Sp - 68 AKJOTBt 
Friendy HoWs PLC 4*«Cn» Cun tod Pit 
£1-04f:0tee^ 

“ * tor ferns Ld 10Vt Deb 8fc 2019- 

(toflCwCunPrtKi- 


138 

««■ 

ieo( 09 Jnaq 


Gafabcr 
575 (31. 

m 


PLC ADR (4.1 1- 2053 ( 
0(75)1- 


Can# PLC DO ip -2lS (10*8^5(10*88) 
7073.28.0.1.6.88.159,30,125)800) 


_5 Old 50*150 

SmirMPJ fetes M «W&sl Can « 

MM* 

cSSSum- 

45365 Q) J OT pftW S.-. 

cwmo— ggSRy - 

oS pit- « j] WfiS 4 


OCOlp-IOBtellOJato) 

GaiMMddBtPLCCM 


Sp-1400 


IWC1 - 



GnS cit* PIC AM (Ml -917.125(2) 
ie(toPLC/CTp:l)**05 

Ototaioindy PLCOdiOp- 130J 

GKNPLCAM1 


{in)*M.1 CtC — . 

00*98) 55 (1« 8 ( 


•1^ • ' ■aSKWSBMa 0- " - 

sSb^OT (iW*«l 9 <1"g? , o, QjBaft Group PLC 10% iWltoD^SS 

rxSoaobtelwEndasinWiWUlRBl Piffl - IS g „ 1S « tazn8-i*i (i0*M 


aa'= itoJe «9 




and J Man) £fa**^C T^lsMs 
D6b»2027-ii3JB3(10Jes8) .783 
00*98) 


Marls (Sduke) Id 7% NavCura 
Pit 50p - <2 (09Je36) 

brpolai krtetrtsa PIC ADH (4.1 ] - 

6a5 (5) .75 (5) 575(1) '575 (10*98) 70 
OJflBB) 70 (10*96) 

Fad TOa- pea's (05*98) 
bwsstoiadOcrPlCPtePmfSBp- ITS 
195*08) 

lairt Graft PLC ADfi (3rl) - 1.75 (5) 

*nta PLC CM 5p (Wd . OlftWOT - 7SB 
(100)38(16) 

Jctnaai. tothay PLC 35% Omly 5%) Cam 
PlI Cl -73 (06*93) 

Jnhmai Sovfca Qmft PLC 75p ONaQ Cm 
Cun Rad Pif 1 0p - IS (09*86) 
JohnrtniGrotft PLC lOiCilm WfJ - IJSte 
(05*98) 

Jut THeetm RC Ctollp - 137 ( 1,23 B ft 
5. 3) 40 (2. 5, 1, 5, C5 1(3) 2 (3. 5) 5 P.3) 
8®9(ftS.1)S0f10*S8) 

KkoM B«mo Ld OWL Sas Dab S* 2008(10 
- 121 ** (09*9^ 

Ku** PLC 7p Cm Cun BHJ Pit 5p • 110 
(08*98) 

Kwemre PLC 1QV% (Main S*2X1AK- 

106^(04*38) 

ULBJansnsnii P(Cft12W 9 k B* 
3V1Q014 E (feed) - 1I7\ (00*98) 
&21SB275 (10*98) £108375 (10*08) 
ULajrMWners PLC Secured Bda 

2818 Cl - 108 ( 10*90.18 (10*BQ -19 
(Kvuga ig (10*98) 

PLC 7% CW B* SOSOtt 
Cl COO (Rg) ■ 1B3(1D*08) 

LASUO PLC 1W5 Dst» 8» 2009 . 13057 
tW*98) 

Leeds S HotoaeK BUtoteg Sodaiy i3Vfc 
Pam M BonKrg Sto - 192(10*98) 
Lsssli Oaieral flop PLC Ban Cm 
autnri B* 3WMS £1000 (RBi - 315 
(09*99) 

OUn) Partrwato PLC 5% Q*n W 
Sftb-75(08*9q 
Uwv IWfiWbnB) tftftc PLC 5V» Sift Cnr 
BdS 30W2009 El (Resrt - 1141»pS*to 
Lvida) 8 tonpote AC CW Sp - 12% 
(08*98) 

Laidai tonod Ooft AC W |M) • 
181 (10*96) 

UraEVarty PLC ADS (1&1) - 4175 (10*08) 
.75(10*90)225(10*08) 

Ifeisnah Plh 10% Cun Prt El - 128% 
104*08) 

MMon Uouhui & Evenlted PLC in'** 
Dab Sk 2DT2 - 13X05 (09*08) 
tfcAftfcte (Mnd) PIC 9% Cun W Cl - 121 5 
(00*39) 

toCBrtiy 8 Stom PLC 7% Cw Uns Ln Sft 
lOBBtam-imaAMe) 
fcEPC PLC K Lite Ul » 200005 - 10B 
(10*98) 

htadm toM an* plc swl iak ui sa 

932004 - 90(10*96) 

Midi eusDM Bawd PIC Ord 5p • 11% 
(290) .825 1290) 3%{7) 4(1) 


(Pap Sub Ws (to 

-178% (08*66) 

OBI PLC OW 25p - 44 (10*96) 5 (10*98) 
5 (10*08) A (10*98) 8 (10*98? 

OMEn^E*PifiCoPLCtoiiCWa5p{to- 
01 jC 7M) -2D fl.ia 2.1)2(19 
Oram PLC ADR prt) ■ 41dS75 (2) 5 
(10*36) 52(1)53 (10*96) A (10*68) 

dS36(1) 

Psaoon awp U Catftartes PLC New Ord 
lOp- 2*5 (10*96) - 
Paramou* PLC Cum Sec Ow Bed Prf 9« 
CT-73 (06*96) 

Pnsreai.2aiBrasPLCl0%CunRrf£1 - 
148(08*66) 

PsKfe^ft PLC 10% Cun Prt 50p -70 
(05*08) 

Peal PKgs AC &2» (tog Cm Cun Nat-V 
p« El -251 2X74(08*98) 

PesO«bB PLC 9%I3 is Uft Osb Sft soil - 

120(09*36) 

Pael Souai E*sno%wu^Deb msox- 

138*110 

Pemeuter a Otert Stem to Co 7%lk Cm 
Bds 19»03C1000 (fend) -158(09*30) 
Paridns Foods PLC tod PA V Stos £1 - 86 
(1 0*90) 8 00*96) 90 (10*98) » 
(10*96) 

Pwtlm feate PLC Cm Had Prt 1Z5P - 128 
(10*98) 

PMskn i GeneraUmradurts PLC 
Cum Rad Prt Cl -ICS (08*98) 

Pare* CMkyn PLC 4Vt Cun Piistft- 33 
(10*68) 

PmmGan PLC ADR (4d)- 52.75 
Pwaar Panel PLC ADR (fcl) - 12d25 (61) 
X3 (1381 5 (83) 

Planter Famel PLC ADR (Ml (Cw Om 
Plf)- 215(10*98) 

ftanter ftmal PLC 89Jp Qm Cm Bed ftf 

(Sautoig Coupon) - 14'4 (10*98) 

Prarous HSROHnal PLC NtrrOiSp 

cmpw.i9«mi-45(4) 

A0H»V AC 1«SK cun Prt £1 - 186% 
(10*98) 

Oames PICCW ip -147 (3) 9 (ft 7)50 
(65) 1 (3, ft 7. 2) % (40) 2t (2) 2S (4) 2 (ft 
50) 3 (1,2. 1,0. 1.0. 1.2. 1.6041® 5(1. 
8.D 

tocti Etecnrae AC M3R pni - 132 
(KUaOBI 

a EJL>Ugs PLC 9% CUP Prt El - 96 
f04Je» ■ 

RaadB ft Cnknn PLC 5% Cun Prt £1 - 71 
(fd*9Q 

Read hHiwtond PLC 3.15% (My 4nc%) 
Cun Rad ftffl -70(68*9^ 
RagalHDWaaftPLCCmCunFtedPrt - 
arm - }m ms *98) 

Rto Tins PLC CkdlQpOT)- 745 (10*98) 00 
(10*8^60(10*06} 

Rio Uto PU3 30%-BCun Prt Cl (Res) - 78 
(10*58) 

ftb T«« PLC ADR (4.1) • 505184 
FUg Ti» PU; 3XS%TCua Prt El ■ 75 
(OBJaBB) 

Rnbtoyn PLC ADR (&1) - 2335 (10*98) 
totodu PLC Cun Prt El- 150 (08*98) 

Royal ft Sift AButea tos a«ftPLC 7W6 
Can tad Prt Cl ■ 133(10*90) L (10*98) 
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124% (04*60) 
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Prt Cl -91 (10*88) 
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3160008 £5000 (Hfl) - lOte (08*88) 
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(06*96) 
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(09*96) 
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110) .1875 (10*98) .1875 (10*58) .1875 
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0.D 
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9 (15) 10 (S) 1(10*96) 
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6(33) 7(25) 
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2006 -BOV (10*96) 
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50ft 8, 1, ft 1. 3. S. 1. 10B. 1. Z 1. a 3, 2. 
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Z ). 3) .41 (1Q> 31 110)80 (0. 1,ft 

2. 0. 2. 0. 7.3. 0. 1. 0,Z. 0. 538, ft 1, 0. 1, 
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.41 (S, 100) ^{2.0.21, 100) 1 (0. 1. 18) 1 
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(05*98) 

Was AC 5X Cun fin Free ft 90s) ft# 
S* Cl -100(05*09) 


Vtatean Qoup AC Uns Ln Nts 2003 - p47 4 
(05*98) 
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15) 6(51 6513133110) 3501935 131 
.75 (2l 20 (10. 31 * 20 110*98) 

Wafca (Thomaai PLC Old 5p - 33 iOB*98) 
WMxeed Pt£ B°t 3itf Cum PW 5» O -ST 
(10*141 

Whiftread PLC 7V >d Cur Ptf Ste Cl - 96 
(04*881 

WMaead AC 81 SSfh Dfe S* 2021 ■ 
133599105*901 

Whatsead AC Deb Ste fall - UP* 
|27My9S) V (27M»98| (27Uy98) *. 
p7My9ei\(1 0*S8| B«a (31 UySSll. 
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VUMroad AC 7'A> Uns Ln Ste 95/99 ■ 99 
(lOteSBl 

Whintad AC VfA Uns LnSft. 200005 - 
108109*08) 

WtatacroO PLC 5.1% Cun Prt Cl • 78 
106*661 

WSa Conoon Qnp PLC ADR (5:1) - 
128875 

Mben iComety) bags PLC lO^ft Cun 2nd 
Prt Cl 130(09*981 
Wywate Oonton Cemes PLCSJft (Net) 

Cm Cum Rad Pnl Cl - 275 l(B*9B) 

Taws CW.E i U) T*. Cum Prt Cl - 82 
(04*66) 

Vert lNaterawts PLC Non-VbUft'AOnl I0p - 
«5 (04*981 

ZENECA Group PLC ADR (1 H - 43 44 
(HUese; 

Investment Trusts 

Abentein CowW. ire: Tsi PLC C Old Sns 
Cl- 104^(1 0*98] 

Abenteon Income Tines PLC 7.1% Deb 
Ste 2008- 104 109*98) 

Affiance Tiust PLC 4>JK Cun Prt Sft - 65 
(09*98) 

SnSeSiAsaato Trust PLC A5% Prt Sa iCuni - 
75109*96) 

Brttirtl E»?w Sec ft Gen W PLC 10V% Dsb 
Ste 2011 -132(09*95) 

Broplftte hy tot AC Wis s Sub tor Old - 
105(06*961 

Cairngorm B.5 InvtotPLCUBlCompr 1 (Nl 
No.1 - NdIO) ■ 280 00*98) 

Crerogorm Denmimftaacn IT PLC Wa to 
Sub tor Ord 50p- 27 (10*S8|8 110*98) 
Drestaer Rem Eretemn Pofcy20lO AC Ord 
ip- (02(10*98) 

Edbtuifft hw to) PLC Deb Ste 2022 - 
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Edoburoh WwTM PLC llVfli Deb S» 2014- 

153(05*961 
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(Compr ix 12% Cum Prt & B Od SQM - 
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H e n d ers on Smafter Cos. kw la PLC 4“, 
Cun Prt Ste -0109*981 
INVESCO EiftiEb ft Irtf TM AC S 75% Dift 
Ste 2023 -IDS'; (10*981 

IWBCO ErneipitoB Tnsi PLC Cun Had 
Stopped Capped Pff n - 174 110*901 
Investors Capital TiuM PLC 5’ A Cun Prt Ste 
-80(09*961 

IOT AC Partape bras (Camp 1-S Cap ft 1 
Sine)- 11 W (10*961 
Hocady Kwaone iw W PLC T»v% Deb Ste 
2020- ITS t(2ttW8) 5(10*961 
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20iaT5-i41 (OfiJeSS) 

Sccoteh Amman kw Co PLC EA* Deb Ste 
20Z? - 118 (10*98) 21 (10*98) 
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Stereo Income PLC li% Cm Uns Ln Ste 
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Ste Sflm -113(08*96) 
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110*88) 
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Alternative Investment 
Market . 
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Powerscreen reveals debts and recovery plan 


NEWS DIGEST 


By Robert Writfit 


Powerscreen International, 
the Northern Irish engineer, 
calmed several serious 
remaining worries yesterday 
with the publication of a cir- 
cular detailing Its heavy 
debts and plans for recovery. 

The circular to sharehold- 
ers accompanied a summary 
of a long-awaited report by 
KPMG. Powerscreen 's audi- 
tors, into the unexpected 
losses announced in Janu- 


ary, which mostly occurred 
at Powerscreen's former 
Matbro subsidiary. 

The summary failed to 
apportion individual blame 
for the difficulties, which 
have wiped out Power- 
screen's forecast £40m-£50m 
pre-tax profits for the year to 
March and left it expecting 
to announce pre-tax losses of 
£B5m, 

The circular said current 
trading was going well 
across many of Power- 


screen^ remaining subsid- 
iaries, following the sale of 
Matbro. It also said power- 
screen had bank f&cilities of 
£85m. leaving it with £i9m of 
cash facilities undrawn. 

The company planned to 
raise about £50m by the sale 
of four subsidiaries. 

The principal omission in 
the summary of KPMG's 
findings was information 
about who knew what and 
when ahead of the compa- 
ny’s share issue in Decem- 


ber; this is likely to be one of 
the key points in an investi- 
gation by the Serious Fraud 
Office into the Matbro affair. 
The summary did, however, 
say Matbro - s management 
were aware of the problems 
from summer last year - and 
that some of the three for- 
mer executive directors 
found out late last year. 

KPMG said Powerscreen 
had weak internal controls 
until earlier this year, and 
that executive directors ran 


subsidiaries with little refer- 
ence to each other. 

That appears to imply par- 
ticular criticism of Pat 
Dooey. Powerscreen's former 
sales director, who was 
responsible not only far Mat- 
bro, but also for Brown 
Lenox, a maker of crushing 
equipment, and for Royer, 
one of Powerscreen's US sub- 
sidiaries. Varying degrees of 
accounting problems have 
been found at all three. 

The repost also said Barry 


RETAILERS 


Cosgrove. the former finance 
director, bad spent little 
rime on financial Issues. Mr 
Dooey. Mr Cosgrove and. 
Shay McKeown. the execu- 
tive management at the time 
of the problems, have all 
since resigned. Pat Woods, 
an Investment manager at 
Standard Life, which holds 
abort 2 per cent of Power- 
screen, said: “[The circular] i 
deals with some of the , 
issues, but there are quas* I 
titans still to be answered." I 




Argos doses its five 
Dutch lossmakers 


Auditors unveil some extraordinary tales 


Argot, the catalogue rstaBar taken over In April by Great 
UntaKsat Stoma for &1.9bn after losing the battle to retain its 
independence, is to dose fts (osamakfng operation s in the 
Netherlands. The five Dutch stare* were Ml up in February in 
a £7m pilot scheme which the company hoped would spawn 
a larger chain. Graham Frost, Argos 1 acting chief executive, 
arid the project had been scuppered by adverse currency 
movements and ctffering consumer tastes. “We expected to 
be able to uee the same merchandise sa in the UK*, he arid. 
The need to create a discrete catalogue made the prefect 
umriabfe." m accordance wfth Dutch law Argos wW set up a 
social pbm for. the operation's 150 employees. 

Christopher Swann 


Robert Wright 

senses relief over 
KPMG’s detailed 
and frank report 


powerscreen international 


FKhWpnMenPBft 


W hen Pat Dooey 
resigned from the 
board of Power- 
screen International in 
March, he took £50,000 com- 
pensation and his company 
car with him. That revela- 
tion is one of the more 
extraordinary in a summary 
of findings by KPMG. power- 
screen's auditors, published 
yesterday. 

Mr Dooey received his 
compensation after resigning 
over problems at Matbro, the 
subsidiary for which he was 
responsible, which had been 
forced to make a £46-8m pro- 
vision to cover unexpected 
losses. The payment appears 
all the more startling for 
coming alongside some 
rfflmning judgments on bow 
Powersc reen, which was by 
then a FTSE 250 company, 
was managed. 

Mr Dooey left after revela- 
tions that problems at Mat- 
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bro had been sufficiently 
well-known in the plant sup- 
ply industry to have fea- 
tured in a rival's letter to its 
dealers in October. That was 
well ahead of Powerscreen's 
issue of 3m shares on 
December 18, which went 
ahead with no mention of 
file problems. 

It has since emerged that 
there were also problems at 
Royer Industries, in the US, 
and Brown Lenox, a maker 
of crushing equipment in the 


UK, although they were far 
less serious. Mr Dooey was 
also responsible for those 
subsidiaries. 

John Craig, Powerscreen's 
executive chairman , who has 
been put In charge of sorting 
out the problems caused at 
Matbro and the other subsid- 
iaries, was frank about Mr 
Dooey's compensation. He 
said: “Probably if one were 
re-doing it today, one would 
not re-do that" 

However, he went on to 


stress that Mr Dooey was 
not directly responsible fra: 
the problems. 'Hie findings 
of KFMG's report suggest, in 
fact, that the way Power- 
screen's senior man agement 
operated had much to do 
with what went wrong. 

The KPMG report 
describes the failure at the 
top: “The partnership cul- 
ture among the three execu- 
tive directors resulted in a 
reluctance on the part of 
those executive directors 


who were not responsible for 
a particular subsidiary to 
challenge or interfere in the 
results or operations of that 
subsidiary." 

In a rare reference to an 
. Individual director, the 
report goes on to say. “The 
group financial director had 
□o full-time staff resources 
dedicated to group finance 
matters. For a business of 
Powerscreen's size, this was 
not good practice and ran 
the risk that emerging finan- 


cial problems might not be 
identified at an early stage." 

The lack of a proper 
finance fraction in the com- 
pany was crucial to the 
development of Matbro's 
problems, the report says. 

Investor sentiment has 
been badly damaged by the 
way the problems have deep- 
ened so far. Powerscreen 
announced in January that 
it expected to lose £10m in 1 
the year to March 1998, only i 
to tell Investors last month ■ 
that it expected losses of 
£6atn. That last announce- 
ment was particularly dam- 
aging as tt made clear prob- 
lems went beyond Matbro. 

However, yesterday's 
statements were detailed 
and inspired some confi- 
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Talk Radio buy-out advisers 


irii> 


an 


hank f 


Guinness Mahon and Henderson Crostowaito we advising the 
management of TrikflacHo, foe company pwt-ownqd by CLT- 
Ufn. the European broadcaster, In Its bid for the national com- 
mercial station. Lehman Brothers, which Is acting tor CLT-Ufn 
on the sale of fts UK radio assets, has granted the teem an 
extension on the deadline for bids In order to complete finan- 
cing, Two mecSa groups ere backing foe bid, which Is led by 
Paul Robinson, Talk Radio's managing director, and financial 
institutions are also Involved. The management announced 
they were trying to buy out the station after Kahrtn MacKonrte. 
former deputy chief executive of Mirror Group, said he was 
feeding a consortium to bid tor Talk. Cathy Newman 


TRANSFUSION EQUIPMENT 


Thera was a general fed- 
tog of relief that the worst 
might be over. Philip Malloy, 
analyst at ABN Amro, Dub- 
lin. caught the mood, saying 
the report was dear and 
frank. He was preparing a 
note on the company enti- 
tled “Light at the end of the 
tunnel?" 


Haemocei! plans merger 


French government argues against liquidating bank 


Haemocefl, the Aim-listed transfusion equipment company 
capftafoad at E3.6m, plana to marge with Surgical innova- 
tions, a private company which makes keyhole surgery instru- 
ments, through a share strap. The combination is Intended to 
exploit the scope for cross-selling the companies' products 
through a single sales force. Haemocetl, shares in which were 
suspended yesterday, will double Its equity capital by tearing 
about 100m shares - 75m to Getz Bros, a Japanese-based, 
US-owned company which Is the main investor in Surgical 
Innovations, and foe balance to private shareholders. The 
merged company wfll be called Surgical Innovations Group. 
Jonathan Guthrie 
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By Amfeew Jack hi Paris 


The French government is to 
argue in Brussels that it 
would cost twice as much to 
liquidate the state-owned 
bank Sodete Marseillaise de 
Credit as to inject FFr2Jbn 
<$480ml in capital in a final 
rescue plan ahead of its pri- 
vatisation. 

A delegation of politicians 
and lobbyists from the Mar- 


seilles region is also to argue 
in Brussels that refusing 
additional aid would have a 
devastating impact on the 
local economy, with many 
small and medium-sized 
businesses dependent on the 
bank for survival. 

Information to be submit- 
ted to the European competi- 
tion authorities to the next 
few days will suggest that 
there would be an additional 


cost of FFr3bn-4bn to cover 
bad loan write-offs, outstand- 
ing litigation, a redundancy 
plan and the large dinmmrta 
on any remaining assets that 
are sold. 

These extra costs for the 
French taxpayer wtH form a 
central part of the case 
brought before Karel Van 
Miert, competition commis- 
sioner, after Brussels 
already approved govern- 


ment bail-outs of FFr2.9bn 
on condition that no more 
money would be required 
and the bank would be rap- 
idly privatised. 

However, Marseillaise de 
Credit remained in the state 
sector, and continued to 
report heavy losses. The 1997 
accounts show a loss of 
FFrt.lbn, after extra costs 
identified during the audit 
carried out by Patrick Careil, 


the new ^hnfrrmqn fn com- 
parison with the previous 
rounds of state aid, Marseil- 
laise de Credit can now 
argue that its privatisation 
is well under -way, with an 
agreement in principle 
reached with Banque Chats, 
a subsidiary of the quoted 
bank Credit Commercial de 
France. However, the- pur- 
chase could be jeopardised if 
Brussels does not reach, a 


final formal decision until 
after the summer. 

Mr Careil argued that a 
final recapitalisation was 
also Justified by the French 
state because there was Utile 
risk of any competitive dis- 
tortions. He said Marseillaise 
de Credit was being bought 
by its leading competitor 
and no other French banks 
had complained about the 
Injection of funds. I 
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CWC offering priced at 460p 


A secondary offering for a 142 per cent stake In Cable & 
Wireless Communications, foe UK's largest cable company, a 
has been priced at 460p, valuing the holding at £975m. CWC;* 
which is majority owned by Cable and Wireless, was floated 
In April 1997 at 3Q0p a share. The stake te being add by BCI 
Telecom, a subsidiary of BCE, Canada's largest telecoms 
company, which is seeking to reduce Its debts and to Invest 
in other areas. Analysts say the offering should ease the 
stock's liquidity problems. Virginia Marsh 
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Smith & Nephew BT ventures in 
FDA knock-back Europe unveiled 


By Jenny Loesby 


Generate Bank 


PUBLIC OFFER OF EXCHANGE AS INCREASED 


FORTIS AG 


a public company Incorporated with Quitted BabBHy under Belgian tow, 
Boulevard Emihi Jacqmafci 03 / EmBa Jstxpnaintoan S3, 1000 Brussels, 
registry erf commerce Brussels no. 11711, 


for aB shares that tt has not prevkxnly acquired In the capita) of 


GENERALE DE BANQUE / GENERALE BANK 


a pubHc limited company Incorporated with Bmtted BabOtty under Betgtan taw. 
Montagne du Parc 3 / Warandaberg 3, 1000 Brussels, 
registry of commerce Brussels no. 76034. 
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Smith & Nephew, the 
medical equipment com- 
pany, yesterday suffered a 
potentially critical setback 
in the licensing of Derma- 
graft skin plasters, its most 
promising new product 

The US Food and Drag 
Administration demanded 
further pre-marketing trials 
to confirm the efficacy of the 
skin plasters to dia- 

betic foot ulcers. Smith & 
Nephew said the trials 
would take between 12 and 
24 months. 

The company had been 
expecting approval of the 
product In January, an FDA 
advisory panel recom- 
mended approval on condi- 
tion the company and 
Advanced Tissue Sciences, 
its Joint venture partner, car- 
ried out posfrxnarfcettog tri- 
als. 

Analysts yesterday down- 
graded Smith & Nephew's 
profit forecasts to reflect the 
ariditi rural trial costs end the 

delay to Dermagraft's US 
launch. Consensus estimates 
suggested a £6m cot to cur- 
rent year profits, to about 
ElSOzo, and an additional 
£9m in costs next year. 


However, they were mare 
concerned .about the possible 
loss of ground to Apligraf, a 
rival product. Novartis 
recently received FDA 
approval for the use of Apli- 
graf on venus leg ulcers and 
plans to develop the product 
for the much larger diabetic 
foot ulcer market 

Novartis could now reach 
the diabetic market with Its 
product at much the same 
time as Smith & Nephew. 

Analysts had expected 
Dermagraft to account for 12 
per cent of Smith & Neph- 
ew's sales tor 2003, with the 
US accounting for four-fifths 1 
of sales. ; 

It seems certain that the 
skin plasters wfll eventually 
gain FDA approval Already 
on sale in nwngria , Derma- 
graft's US trlalshad recently 
satisfied all efficacy criteria. 
However, when the trials 
began the company was still 
refining the product, it said. 

Analysts said this did not 
imply a poor understanding 
of FDA conditions. “This 
product was ground break- 
ing. When testing began the 
FDA end the company were 
having to work out together 
how to test it,” said erne. 

The shares fell Sp to lffip. 


By Paul Taylor 


British Telecommunications 
and its European partners 
plan to build a high-speed. 
pan-European communica- 
tions network to meet the 
growth to internet use and 
the demand fix- multimedia 
data services. 

“We will all have access to 
bandwidth at the flick at a 
switch as the new pan-Euro- 
pean network will be cen- 
trally managed," said Alfred 
Mockett, head of BT Global. 
At the same time, BT execu- 
tives, who were outlining 
the group's European expan- 
sion plans yesterday, said 
they expected BT”s stokes to 
various European joint ven- 
tures to break even to 
200MB. 


take up any opportunity to 
Increase its stake in the 
European Joint ventures. 

So far, BT has invested 
£L7bn to its European vet0 
tures, a figure expected to 
increase by £700m this year 
including £70m needed to 
fUnd the network. 

BT said the network would 
be based on technology from 
Nortel of Canada, and would 
span Belgium, France. Ger- 
many, the Netherlands, 
Italy, Switzerland and the 
UK. 

The new internet "back- 
bone” will be operational by 
the start of next year and 
will consist of 32,000km of 
optical fibre. 

to the first phase, BT and 
its partners, Albacom to 
Italy, BT Belgium. Cegetal in 


rick Gallagher, BTs Euro- 
pean director, said its share 
of the joint venture losses 
was expectedto be £31Qm on 
total revenues of more than 
£3bn. - 

By 2006-07, BT expects its 
joint venture operations to 
be generating revenues of 
about £13bn and to account 
for about 10 per cast of the 
forecast European market 

Mr Mockett said BT would 


land, Telfort in the Nether- 
lands and Viag Intercom to 
Germany will interconnect 
their existing networks with 
7,0QQfcm of new fibre costing 
about £70m- The network 
wifi have a capacity of 160 
Gigabits of information a 
second with the ability to 
Increase transmission to 
320Gbps. 
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Ommmedia in £ 17 m reverse takeover 


Listing of foe new Forte AG shares 


By Jean Gray 
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Sales Engineering and 
Computer Consultants, an IT 
consultancy, is to float on 
Aim via a £17m reverse take- 
over with Onudmedia! 

Omnimedia, an Aim-listed 
former multimedia publisher 
which placed its only active 
operating subsidiary in vol- 
untary liquidation in Decem- 


ber, Is to acquire SEC for 
mm. It also announced a 
6-fbr-l rights issue at 60p a 
share to raise £3m working 
capital for the enlarged 
group stwT fond 
and proposed a l-for-60 share 
consolidation. 

. The purchase price is to be 
satisfied by the issue of 
2&8m consolidated shares to 
tha vendors, of which &33m 


have been placed to raise 
£5m. Both vendor placing 
and the rights issue are fully 
underwritten by Guinness 
Mahon. Brokers to the Issue 
are Henderson Cros th w a ite. 

Nick Raid, chief executive 
of SEC, is proposed chief' 
executive of the enlarged 
group, of which he wfll hold 
5&5 per cent 

Omnlmedla’s - shares 


remain suspended at 2Vip 
pending shareholders' 
approval of the move, after 
which the company’s name 
will be changed to Systems^^ 
International 
Omnimedla yesterday 
reported results for the year 
to December 31. Sales fell 
from £401,300 to £189.160 and 
the pre-tax loss narrowed 
from £4£8m to £L7im. 


RESULTS 
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.f TELECOMS move TO MEET REGULATORY REQUIREMENTS OVER WOR LDCOM MERGER COULD SCUPPE R DEAL WITH CABLE_AND WIRELESS 

f MCI to sell larger part of internet interests 


NEWS DIGEST 


By Richard Waters in New Ywk 

MCI Communications is 
preparing to sell a larger 
piece of its internet 
operations to win regulatory 
clearance for its merger with 
WorldCom - a move tha t 
looks set to kill an earlier 
agreement to sell part of the 
business to Cable and Wire- 
less. the UK carrier. 

The two US telecommuni- 
cations companies h ad ear* 
lier hoped to persuade Euro- 
pean and US antitrust 
authorities to give the green 
-light to their union by dis- 
posing of MCrs so-called 
Internet “backbone” and its 
wholesale activities, through 
which it carries traffic for 
other internet service pro- 
viders. C&W struck a deal to 


pay $6 25m for these 
operations two weeks ago. 

However, continuing regu- 
latory concern about the 
dominant position World- 
Com would have on the 
internet alter the merger has 
bow led MCI to pursue a sale 
of other operations, poten- 
tially including all of its 
internet activities, according 
to one person with know- 
ledge of its plans. This might 
include its corporate and res- 
idential customers, as well 
as the supporting engineer- 
ing and skies activities. 

That could lift the sale 
price to an estimated $2bn 
and attract a new range of 
buyers, potentially leaving 
C&W out in the cold, say US 
analysts. 

The UK company filed a 


lawsuit against MCI on 
Wednesday to- try to protect 
its earlier deal and give it 
first rights to negotiate for 
any otter internet assets put 
up for sale. However. MCI 
can walk away from the deal 
by paying C&W a break-up 
fee of only SSSm, both com- 
panies confirmed- MCI is 
thought to believe It can get 
a far higher price by selling 
the internet business in one 
piece, rather than in parts. 

MCI executives want to 
reach the outline of a new 
deal before next Friday, 
when EU competition regula- 
tors will consider whether to 
recommend the merger. 

The US carrier is thought 
to be against selling the 
business to its mein internet 
rivals, Sprint and GTE, as 


well as long-distance compet- 
itor AT&T. That has left 
either overseas companies, 
such as C&W, or newer 
domestic carriers, such as 
2XC and Williams, as the 
most likely buyers. 

Unlike C&W. which will 
have to lease space on a 
rival network to operate an 
Internet service in the US, 
companies like DCC already 
own or are building national 
fibre-optic networks. That 
would make the MCI busi- 
ness attractive to them, as it 
would supply a ready-made 
customer base far their new, 
stateof-the^rt facilities. 

DCC refused to comment 
on whether it was interested 
in buying the MCI business, 
while Williams could not be 
reached for comment 



Ben Roberts, MCI chief executive, wants to reach new deal 


j! German bank purchases LTCB division 


led 




By Andrew Fisher bi Frankfort 
and Gffitao Tett in Tokyo 

The Long-Term Credit Bank 
of Japan is selling its $L57bn 
aviation and shipping 
finance business to Deutsche 
VerkehrsBank, a German 
bank specialising in the 
tansport sector. 

Deutsche VerkehrsBank, 
i per cent owned by DG 
Mink, will take over the 
roubled Japanese bank’s 
oan portfolio and a 
5-strong financing, market- 
ug and administration team 
j London and New York. 


Wolfgang Driese, chair- 
man of the German bank, 
said the deal - signed In 
Frankfort yesterday - would 
make it one of Germany's 
leading banks in aviation 
and shipping finance. 

“It also substantially 
improves our revenue base 
in the corporate client sec- 
tor,” he added. 

Deutsche VerkehrsBank, 
formerly part of German 
Railways and with total 
assets of some DMlObn 
(SS.5bn), is little known on 
the German financial scene 
but Mr Driese said that it 


aimed to become a leader 
among European banka in 
transport and infrastructure 
financing. 

He said the purchase price, 
equivalent to DM2.83bn, 
would be financed mainly 
from the bank’s own 
resources and a capital 
jnmsaa> The cash element 
will total DM2L25bn, the rest 
being in undrawn loan com- 
mitments to be taken over 
from LTCB. 

Most of the business, 
begun by LTCB 10 years ago, 
is made up of aircraft-financ- 
ing with 54 airlines, mostly 


national flag carriers. The 
bulk of the loans, which are 
secured on assets, are to 
North American and Euro- 
pean clients. 

Other German and foreign 
banks also bid for LTCB'S 
aviation and shipping busi- 
ness, but Mr Driese said 
Deutsche VerkehrsBank 's 
willingness to take on the 
management team helped it 
obtain the rfwii- 

LTCB was advised by 
JP. Morgan, the US Invest- 
ment bank. The German 
bank was advised by Bab- 
cock & Brown, a US leasing 


broker and financial 
arranger. 

LTCB's derision to sell the 
profitable division comes as 
a number of Japanese banks 
have been pulling back from 
their global empires. 
Sumitomo Bank. Sanwa 
Bank and Sakura Bank, for 
example, have all recently 
reviewed their European 
operations. 

Weaker banks in particu- 
lar have been scaling back 
sharply. Nippon Credit Bank 
announced last year that it 
would withdraw from over- 
seas operations. 


Generate directors to quit over Fortis deal 


By MbB Buddey 
in Brussels 


Four directors of Generate 
de Banqne, including the 
chairman and chief execu- 
tive, are to quit over the 
planned takeover of Bel- 
gium's biggest bank by For- 
tis, the Belgo-Dutch financial 
services group. 

The resignations came less 
than a week after Fortis 
•. defeated a rival offer by 
’! ABN Amro of the Nether- 


lands in the biggest takeover 
battle yet for a European 
bank. 

Fortis raised its bid to 
$l3bn, 6 per cent above ABN 
Amro's offer, while a major- 
ity of G£xterale de Banqne’s 
board voted during a dra- 
matic all-night board meet- 
ing to trigger a “poison pffl" 
defence, making it almost 
impossible for ABN Amro to 
win. 

Paui-Bnunannal Janssen, 
Generate chairman, told a 


board meeting yesterday he 
would tender his resignation 
once the public offer for the 
bank - starting on Monday 
- was completed. He added 
that Hubert Sfanonart. gen- 
eral secretary, had indicated 
he would step down once a 
new chairman was 
appointed. 

Frank de Wit an indepen- 
dent director, also resigned 
yesterday. Ferdinand Chaf- 
fin! chief executive, said he 
was “talking to all parties 


concerned to make his 
departure as smooth as pos- 
sible" and would step down 
“at the right moment”. 

Mr Chaffart’s resignation 
had been widely expected 
after he and the other five 
management representatives 
on Gfinfirate's 28-strong 
board repeatedly made dear 
their preference for ABN 
Amro. 

They were joined by Mr 
Janssen in voting against 
the use of the “poison pill” a 


week ago. Isolating them- 
selves from the majority of 
independent directors, and 
those representing Soctetti 
Generate de Belgique, the 
bank's former largest share- 
holder. 

“You will no doubt under- 
stand that, following the 
events of the past few weeks, 
my heart isn’t in being 
chairman any more," he fold 
the board. 

Fortis had no comment on 
the departures last night 


ASML 
warns on 
profits 

By Gordon Cramb tn Amsterdam 

Shares in ASti Lithography, 
one of the world's biggest 
suppliers of semiconductor 
manufacturing equipment, 
slid 36.4 per cent yesterday 
after the Dutch company 
warned of an earnings fall 
this year. 

ASML said customers - 
notably in Taiwan - were 
cutting capital spending 
plans. 

ASML is the west’s only 
significant maker of wafer 
steppers, which emit light 
beams to etch circuit pat- 
terns on to the silicon wafers 
from which chips are honed. 

ASML's earnings would be 
lower than last year's 
FI 297.9m ($14&5m) because 
it was maintaining expendi- 
ture on research and devel- 
opment, which was normally 
at least 10 per cent of sales. 

ASML shares, which this 
year joined the AEX index of 
25 leading Dutch issues, 
closed F3 21.10 lower at 
FI 58 JO. They now stand 445 
per cent below their peak of 
last September. 


GOLDMINING 

Legal ruling gives Placer 
Dome Venezuela go-ahead 

Placer Dome, the Canadian grid producer, has won a 
Venezuelan legal bathe and can now proceed with develop- 
ment of the 12m outgo Las Cristinas deposit after mom than 
a year of uncertainty. Analysts said the Venezuelan supreme 
court's decision effectively signalled the demise of OystaUex, 
the Canadian junior mining group that challenged Placer 
Dome’s property title. 

Shares of CrystaBex have plunged more than 80 per cent 
since Thursday's derision and were at C$1.00 in midday trad- 
ing Friday. The company's sham price peaked at C$11.65 
amid doubts about Placer Dome's commitment to the prop- 
erty. Placer Dome shares rebounded to C$16.65 after drop- 
ping In early Friday trading. 

The court ruled that ft would not proceed with the challenge 
tiled by Crystattex, which last year claimed that part of the 
property belonged to its newly acquired Venezuelan unit 
fnversora Maei CA. The supreme court decided Crystallex’s 
claim expired under the statute of limitations and this week 
reaffirmed its July 1997 decision by rejecting Cryatallex's 
appeal. The decision means Placer Dome can begai develop- 
ing the US$600m project once it arranges financing. Las Cris- 
tinas is expected to produce 450,000 ounces over 20 years. 

Analysts said the court's decision provides Placer Dome 
with substantial additional gold reserves, but they noted that 
Las Cristinas’ return on investment was lower than initially 
anticipated given the subsequent sharp drop In bullion prices. 
One analyst estimated the project's total production costs 
were about US$250 per ounce given the capital investment 
required to develop the deposit. 

Crystaflex said it was reviewing its options In the wake of 
the court derision. "Crysteltex Is effectively out of the picture. 
They burned a kit of people and there are probably a lot of 
angry shareholders," said one grid analyst 

internet websites were full of angry comments from Crystal- 
lex investors, one who claimed he had lost almost CS400.000 
because he believed that the company's claims to Las Cristi- 
nas were legitimate. 

Placer Dome said legal costs end the impact on its share 
price has led to mjUkms of dollars in losses. 

Scott Morrison, Toronto and Raymond CoWt, Caracas 


CARMAKING 

Threat to Ford production 

Ford production lines for all Fiesta care and vans were facing 
severe disruption at Dagenham in the UK and Cologne In Ger- 
many last night after an unidentified components manufac- 
turer which makes the vehicles* door latch mechanisms failed 
to deliver as scheduled on Thursday. 

Production of about 2,000 Fiesta cars and vans has already 
been disrupted at Dagenham and the figure could rise to 
5,000 or more if, as fears were being expressed last night, 
supplies are not resumed until Tuesday. Ford of Europe 
refused to identify the supplier, but said that “urgent talks are 
going on with the supplier in order to find an Immediate solu- 
tion to the problem". 

Dagenham, which Is the lead plant for Fiesta cars and vans 
in Europe, is worst hit because the Cologne plant had been 
closed on Thursday and Friday for German public holidays. 
The disruption Is expected to cost tens of millions of pounds. 
John Griffiths 
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Six figure profits from 
The Personal 
Number Company. 


Millions of people are going to be buying 
one six-figure Personal Number for life, 
if your interested in a business that's about 
to boom, call us now 
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Opportunities 
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Please call Marlon Wedderbum 
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BUSINESSES FOR SALE 


Very profitable and long established - 
30 years - company in the home 
improvement field - 
NOT DOUBLE GLAZING. 

North London area but suitable for 
franchising. Owners retiring. 

Excellent staff in place. Easily run. 

Sales area £500, 000- 
Freehold premises - with substantial 
rental income from living 
accommodation above with 
planning consent to extend. 
Company capable of expansion. 
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GERMAN GROUP COULD PAY UP TO $150m FOR LUXURY CARMAKER 


VW moves closer to 
buying Lamborghini 


By Andrew fUm in FroMurt 
■otf Sander Thosms In Jakvta 

Volkswagen's drive into the 
luxury car market accelerated 
yesterday when it signed a let- 
ter of intent to buy Lambor- 
ghin i. the Italian sports car 
company controlled fay the son 
of former President Suharto of 
Indonesia. 

The news came a week after 
the German group won 
approval from shareholders of 
UK engineering company Vick- 
ers to buy Rolls-Royce Motor 
Cars for £430m ($705m), beat- 
ing off a bid by BMW. 

Audi, Volkswagen’s up- 
market subsidiary, signed the 
letter of intent in London with 
representatives of Hutomo 
“Tommy" Suharto, who owns 
60 per cent of Lamborghini, 
and Mycom. a Malaysian com- 
pany which owns the rest. 

Audi said further negotia- 
tions would take place. Ana- 
lysts estimate the juice could 


be between (100m and SISQm. 
Audi sftl d Lamborghini would 

be run as a foreign subsidiary 
along the lines of Audi Hun- 
garia Motor, the engine opera- 
tion. 

Volkswagen is also using 
Audi in the Rolls-Royce deal to 
buy Cos worth, the specialist 
engines company, from Vick- 
ers for £l20m. VW plans to 
build Cosworth engines for 
Audi and Rolls-Royce. 

While some analysts thought 
Lamborghini - which pro- 
duces only about 200 cars a 
year - would fit well next to 
Audi in the VW range, others 
were sceptical about whether 
it would do much to 
the group's image in the lux- 
ury sector. 

For its Asian owners, how- 
ever, VW’s move is a chance to 
sell out at a time of acute 
financial crisis In the region. 

Mr Hutomo, the most 
unpopular of fanner President 
Suharto'S six i-WlHwm Iwnrrop 


of his fondness for expensive 
and largely unsuccessful pro- 
jects. has kept a low profile 
since Ms father resigned last 
month. ■ 

Companies tied to Mr 
Hutomo and other family 
members have lost contracts 
and been targeted with investi- 
gations into corruption and 
abuse of government funds. 

Last month a spokesman 
insisted Mr Hutomo would 
keep Lamborghini and incor- 
porate it into his Timor Putra 
Nasional car businesses, while 
another had been quoted as 
saying Mr Hutomo wanted to 
use the funds to rescue the 
troubled Timor. 

Timor, lavished with tax 
privileges when it was dabbed 
Indonesia's "national car", 
even though it was imported 
from South Korea’s Kla 
Motors, sold poorly from the 
start in 1996 and became the 
butt of jokes through poor 
quality. 


Compaq increases job 
cuts after buying Digital 


By Christopher Price and 
lanlss Kahns fa Saw ft aa cb a o 

Compaq yesterday said it had 
raised by 2900 the number of 
jobs it would cut worldwide 
following the completion this 
week of its J8bn acquisition of 
Digital Equipment that made 
it the world's second biggest 
computer group. 

Eckhard Pfeiffer, chief exec- 
utive, outlined plans to 
streamline operations and 
focus product strategy an stan- 
dard personal computer tech- 
nologies. He is confident Com- 
paq will generate ann ual 
revenues of (SQbn by 2000. 

Last year, the group 
achieved sales of $249bn and 
net income of <2.lbn, including 
a contribution from recently 
acquired Tandem Computers. 
Digital's annual revenues 
amounted to (13bn. 

But Compaq must rational- 
ise operations of the combined 
companies worldwide to 
achieve a competitive cost 
structure. Mr Pfeiffer said. 
This would mean consolidat- 
ing manufactu ring plants 


workforce reductions, he said. 

Compaq said it would take 
restructuring charges in the 
current quarter to pay for a 
total of 17,000 job cuts world- 
wide. or 20 per cent of the com- 
bined workforces. This was 
2,000 more than previously dis- 
closed. 

The size of the charges was 
not revealed, but Compaq had 
previously indicated it would 
be taking a (l.sbn to $2bn 
charge to cover redundancies, 
as well as writing off $3.4bn for 
the value of research under 
way at Digital. 

Digital manufacturing 
operations In Europe include a 
plant in Galway, Ireland and 
two in Scotland. In Scotland, 
Digital employs about 14.000 
people manufacturing com- 
puter workstations and servers 
in Ayr and about 500 people on 
production of personal comput- 
ers in Irvine. 

Compaq plans to phase out 
Digital's personal computer 
products and the company 
already has a large PC manu- 
facturing plant in Scotland. 
Hie future of the Digital plant 


Companies I m this issue 


in Irvine appears uncertain. 
Mr Pfeifer said the primary 
benefit of the Digital acquisi- 
tion lay In Digital’s extensive 
worldwide customer base, 
which would enable Compaq 
to expand its sales to large cor- 
porations and organisations. 

Mr Pfeiffer said Compaq 
would be an integrated com- 
puter company, offering prod- 
ucts ranging from family per- 
sonal computers to enterprise 
computer systems. 

Digital’s services businesses, 
inrinfting systems integration, 
network ffianagpnrpni and out- 
sourcing, represented a “huge 
opportunity for growth", Mr 
Pfeiffer said. He set a target to 
more than double the size of 
the combined services 
operations over the npirt four 
years to achieve annual reve- 
nues of (I5bn by 2002. 

Compaq executives told Wall 
Street analysts on Thursday 
they expected the company to 
break even in the second quar- 
ter and. after a “transitional" 
third quarter, to see the bene- 
fits of the deal in the last three 
months of 1998. 


Markets S Latest 


Markets 
may affect 
Goldman 
EPO talks 


By WIBan Lewis and 
Tracy Carrigaa hi Naw York 




Increasing turbulence in US 
equity markets yesterday 
added to the pressure on part- 
ners in Goldman Sachs, the US 
investment bank, as they 
debated a proposal to launch 
the firm on the stock market 

In morning trading on Wall 
Street the Dow Jones Indus- 
trial Average, the key US stock 
market index, fell 11798 points 
to 899499. largely cm cpncerns 
about the impact of Asia's eco- 
nomic woes on US corporate 
earnings. It brought the mar- 
ket’s decline over the week to 
more than 3 per cent 

Analysts said Goldman's 190 
partners, meeting at a confer- 
ence centre in a New York 
suburb, would have to con- 
sider the risk that if they 
decided on an initial public 
offering, it could be threatened 
by the continuation of unset- 
tled markets. 

“Were the market downturn 
to continue, it would cause 
many IPOs to be postponed, 
including this one,” said Raph- 
ael Soifer, financial services 
analyst at Brown Brothers 
Ha T rim an . the Wall Street 
firm. 

On Thursday, before the 
meeting, one Goldman partner 
said that if the firm decided on 
an IPO but was forced to pull 
it it would be “highly embarr- 
assing” for Goldman. 

If approved, an IPO would 
probably take place in the 
aut umn and would likely rep- 
resent bet we en 20 rad 30 per 
cent of the firm. It has a book 
value of $&3bn. Estimates of 
the whole firm's market value 
range from |20bn to OObn. 

Goldman partners said 
before the meeting their great- 
est concern was that the vote 
in favour of a flotation would 
be narrowly carried, leaving 
the. firm - Wall Street's last 
big partnership - divided. 

There are also concerns that 
Wall Street headhunters and 
rival investment banks will 
seek to exploit the unce rta inty 
over the firm's future. A num- 
ber of rival investment banks 
said they were, for the first 
time, receiving the resumes of 
Goldman executives disgrun- 
tled about the prospect of the 
partnership posts - to which 
they aspire - being abolished. 
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Europe today 

Scandinavia wtt hava another vay 

matted day with ctaudl heavy 
shown and longer spate of rain. 
A fronts system over eastern 
Europe wM tugger heavy, thundery 
showers or mors persistant rain. 
Central parts of Europe wtt be dry 
with aurmy spate, but rain avar 
northern Franca and the Low 
Countries wfl spread eastwards, 
affecting eB but the ertwrw east 
of Germany and the Alpine 
countries by the and o< the day. 
Tha Madtterranann wB be dry, hot 
and suviy. but a few showara are 
Booty ova* southern Italy. 

Rw-day forecast 

Western and central Ewope w« 
stay unsettled, wft rain moving h 
from the west The wet weather 
wflj be interrupted by drier 
(ntariudes wtfi sunshirw m* a few 
showers. Scandinavia and eastern 
Europe wffl become sawed by 
midweek. The MadKamnaan wfi 
stay hot Mid sunny. 
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Made in Japan 


After a long period of denial, 
financial markets seem finally to 
have woken up to Asia's economic 
and finanniai calamity. Hie yield on 
that bellwether of security, the US 
30-year treasury braid, fell sharply 
this week as investors sought shelter 
from jittery equity markets. Curren- 
cies and shares fell across emerging 
markets, but damage pvt* u ried fur- 
ther Wall Street, London and Frank- 
furt fell an average 4 per cent. 

At the heart of all this lies Japan. 
Yesterday brought co nfirma tion that 
Japan’s economy shrunk in fiscal 
1897/8, the first decline in more than 
20 years. The twin symptoms of 
Japan’s malaise are the Nikkei 
index, which fell ( to just above the 
15,000 level, and the yen, which 
slumped to nearly Y145 against the 
dollar. But it is the yen's woes in 
particular which are causing such 
anxiety to its neighbours, dragging 
their markets down in its wake. 

Same observers, of course, see a 
weak yen as a solution to Japan’s 
problems. This is wrong-headed. 
Whatever growth benefits it brings 
are far outweighed by the downside. 
In particular, it aggravates the finan- 
cial position of the banks: a falling 
yen inflates the yen value of banks' 
foreign currency assets. This causes 
capital adequacy problems, which 
banks can only respond to by cut- 
ting credit - the last thing the econ- 
omy needs. It also makes regional 
recovery more difficult because 
Japan stops investing In its 
neighbours and buys less of their 
products. 

Gan anything be done to stabilise 
the yen? Not until some good eco- 
nomic news starts to emerge from 
Japan. Central bank intervention, 
against the grain of underlying eco- 
nomic events, is sure to fail The 
timp will ripen in a few months, 
when the benefits of the Y16900bn 
($111 bn) fiscal stimulus package 
start to filter through. Until then, 
there is little policy-makers can do. 

How about investors? Those 
searching for security should proba- 
bly buy braids. Right now deflation 
seems more of a risk than infiatinm. 
For equity investors, Europe may 
still be the safest bet True, its mar- 
kets have already raced a fahari thin 
year. But they have two crutches to 
support them- a strong dollar and 
the pick-up in economic growth. 

In the US, the main focus win be 
on the upcoming second quarter 
earnings figures. Shocks on the 
downside will leave valuations 
looking very stretched. Technology 
stocks, which provided much of the 
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momentum for the upward rally, are 
already shaky. Investing in Japan, of 
course, looks hugely risky. But In 
six months, the picture may be 
intriguingly different 


BT/Europe 


British Telecommunications has 
finally lifted the skirt on its Euro- 
pean operations and revealed a 
shapely pair of legs. BTs invest- 
ments. expected to peak at £3bn 
($49bn) are almost certainly value- 
creating. Optimistically, its shares in 
a clutch of mobile and fixed joint 
ventures could be worth ElOba That 
comes from taking forecast sales of 
£SL4bn in three years, the break-even 
year, and applying a multiple of 4 - 
roughly what telecoms start-ups 
such as Orange or Energis trade on. 

A more pessimistic approach 
would be to take BTs estimate of 
£4bn revenues in 2006. when the 
operations should be fairly mature. 
Assume operating margins of 25 per 
cent apply a multiple of 15 to the 
taxed profits and discount back to 
present value. That still produces 
£5tm. 

Such values are almret pprtulnly 
not reflected in BTs share price. On 
the face of it, the stock is trading on 
a fairly expensive 19 times this 
year's earnings. But strip out say 
£79bn of value for the European 
oper a tions and associated losses, and 
the multiple cranes down to a sub- 
market 14. Moreover, the remaining 
business is not just the boring old 
UK utility. It includes growing 
operations such as Cellnet and 
Concert. 


Mortgages 


It seems bizarre that as UK home 
buyers revel in a wonderfully com- 
petitive mortgage market, stuffed 


with attractive offers, a chorus of 
disapproval is mounting abo ut lenfr 
era’ practices. Brows are furrowed 
over the growing number of mort- 
gagees subjecting themselves to 
lock-in periods, often involving a 
jump in payments and redemption 
penalties. But a nanny-style ban to 
save some people from themselves 
must be resisted. 

Outlawing penalties would 
threaten those inducements - cash- 
backs. discounts - that reduce costs 
at the start of a mortgage. But home 
buyers should realise there will be a 
price for these later. Clearly all 
stings in the tail must be disclosed, 
as stipulated by the lenders’ mort- 
gage code. 

But are mortgages now so compli- 
cated that caveat emptor cannot 
apply? No. After all, those who want 
simplicity - such as a no-penalty 
fixed rate - can have it, at a price. 
Most people will accqrt that such a 
big commitment warrants detailed 
research. Dumbing down the prod- 
uct- to save a minority from ffl-ccto- 
sidered decisions would slash choice 
for those prepared to exploit a 
cut-throat market 

MCI 

MCI and WorldCom must be horri- 
fied that they are still fighting for 
approval of their $37hn merger eight 
months after announcing it. But in 
this case the US and European regu- 
lators are right to be taking a tough 
line. The deal, agreed two weeks 
ago, to sell MCTs internet backbone 
business to Cable and Wireless, was 
not far-reaching enough to break 
MCl/WorldCom’s stranglehold over 
the Internet’s infrastructure. It now 
looks as if MCI will be farced to sell 
its entire internet operation, includ- 
ing - crucially - its lucrative corpo- 
rate accounts. 

That leaves C&W in a tricky posi- 
tion. It agreed to pay just 9625m or 
29 times estimated 1998 revenues for 
the backbone. But sold as a more 
valuable whole, MCTs internet husi- 
ness can probably command a price 
of 5 times sales, or Stixn. C&W wonld 
surely be prepared to stump up and 
deserves first refusal. But It will now 
face tough competition from net- 
working companies such as Williams 
and IXC Communications, who are 
keen on MCTs customers. Because 
these are already building their own 
backbones, they should be able to 
gain synergies and thus pay more. 
C&W took just 18 days to stitch this 
deal together. It looks like unravell- 
ing even mare quickly. 
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Hit: Sr;:iv,;el Asset fvlanacjernent are investment specialists 
- so you can ho sure- your money is in safe hands 


Hill Samuel Asset Management is one of die largest fund managers in the UK, with more than 
L33.S billion invested on behalf of clients worldwide. To make more of your savings with our 
team of investment professionals, freecall 0800 33 66 00 or reach us on www.hiilsamuel.co.uk 
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